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SPECIAL  NOTES 


Air  Force  legal  assistance  officers  should  file  this  publication  in  the  Category  1  Guides 
Binder  of  the  Preventive  Law  Uniform  Notebook  System.  We  strongly  suggest  that  other 
offices  keep  this  publication  in  a  three-ring  binder  and  do  not  throw  it  away  after 
the  tax  season. 

All  Air  Force  legal  assistance  officers  should  have  the  three  volume  reference  series  published 
by  Commerce  Clearinghouse  (CCH)  entitled  "State  Personal  Income  Tax  Forms."  That 
reference  contains  not  only  forms  but  also  instructions  and  information  letters  directed  by 
State  tax  authorities  to  taxpayers.  The  reference  series  is  an  additional  source  of  information 
for  tax  questions  not  addressed  by  this  publication. 

When  this  publication  went  to  print,  changes  in  the  tax  law  had  not  been  received  from  the 
following  state; 

Pennsylvania 

As  soon  as  information  is  received,  we  will  send  out  an  update  for  this  section  of  the  All 
States  Tax  Guide. 

A  special  thanks  to  Captain  Bruce  Ambrose,  and  AlC  Laura  A  Wiggins,  without  whose  help 
this  publication  would  not  have  been  completed.  Also  I  want  to  acknowledge  each  of  the 
over  50  state  tax  representatives  who  submitted  corrections  for  this  printing.  This  publication 
can  be  reproduced  freely  in  order  to  help  the  men  and  women  of  the  Armed  Services  address 
their  individual  tax  concerns.  Finally,  I  acknowledge  Lt  Col  George  Hancock  and  the  U  S. 
Army  Judge  Advocate  General  School  for  their  assistance  in  supplying  the  Desert  Storm  and 
Puerto  Rico  tax  information. 


DANIEL  E.  ROGERS,  Major,  USAF 
Air  Force  Judge  Advocate  General  School 
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Introduction  to  the  1993  Edition 

The  purpose  of  this  pamphlet  is  to  furnish  information  to  personnel  in  the  Armed  Services 
regarding  their  possible  liability  for  income  tax  to  the  several  states  of  the  United  States. 

OPERATION  DESERT  STORM  AND  PROVIDE  COMFORT 

The  Executive  Order  designating  the  Persian  Gulf  area  as  a  combat  zone  is  still  operative. 

Any  Desert  Storm  taxpayer  should  wiite  the  words  "Desert  Storm"  across  their  federal  and 
state  tax  returns  for  special  processing.  Federal  tax  questions  arising  from  Desert  Storm 
service  may  be  found  in  IRS  Publication  94S,  specially  issued  for  combat  zone  tax  issues. 

General  Responsibility  to  Pay  State  Income  Taxes 

Paragr^h  1,  Air  Force  Regulation  30-30,  provides  in  part;  "Air  Force  personnel  must  pay 
their  just  financial  obligations  in  a  proper  and  timely  manner,  especially  'those  imposed  by 
law,  such  as  Federal,  State  or  local  taxes."  The  Army  and  Navy  have  similar  regulatory 
provisions. 

The  Federal  Government  imposes  a  tax  on  the  income  of  all  United  States  citizens 
wherever  they  live,  and  on  the  income  of  all  other  persons  residing  in  the  United  States.  This 
IS  the  Federal  income  tax.  In  addition,  most  states  (and  some  cities  and  counties),  and  the 
District  of  Columbia,  impose  a  tax  on  the  income  of  persons  subject  to  their  jurisdiction. 
Members  of  the  Armed  Forces  of  the  United  States  are  not  excused  or  exempt  from 
such  state  or  local  income  taxes'except  to  the  extent  that  either  the  Soldier's  and  Sailor's  Civil 
Relief  Act  (SSCRA  -  See  Below)  or  the  law  of  the  particular  state  or  locality  so  provides. 

As  a  general  rule,  the  states  that  impose  income  taxes  do  so  on  two  classes  of  persons,  (a) 
Those  "resident"  or  "domiciled"  in  the  state  at  relevant  times  dunng  the  tax  year,  regardless  of 
the  sources  of  income;  and  (b)  Those  not  resident  in  the  state  but  denving  income  from 
sources  within  the  state. 

If  that  general  rule  were  literally  applied,  a  person  in  the  Armed  Forces  could  be  liable 
for  income  tax  to  more  than  one  state,  i.e.,  first,  to  the  state  where  he/she  is  "domiciled",  and 
second,  to  the  state  in  which  he/she  is  stationed  and  thus  "denving"  income.  Many  civilians 
who  maintain  a  residence  in  one  state  but  work  in  another  are  subject  to  this  double  taxation. 
However,  the  SSCRA  provides  service  members  with  relief  from  this  double  taxation.  The 
Act  provides  that  a  member  of  the  Armed  Forces  who  is  a  legal  resident  of  one  state  but  who 
IS  living  in  another  solely  by  reason  of  military  orders,  is  not  liable  to  the  second  state  for 
income  taxes  on  his/her  service  pay 

NOTE,  b  iwever,  the  SSCRA  does  not  exempt  military  retired  pay,  separate 
income  of  a  spouse  or  other  members  of  the  service  member's  family,  nor  the  income  of 
service  personnel  derived  from  off-duty  employment,  investments,  business,  rents,  bank 
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deposits,  and  other  sources. 


Examples  of  3  Common  State  Tax  Situations  for  Service  Members 

a.  Domicile  in  one  state,  stationed  in  another,  no  outside  income.  Airman  Jim  Jones  is  a 
legal  resident  (domiciled)  in  Virginia  but  he  is  assigned  at  a  base  in  New  York.  He  has  no 
income  other  than  his  active  duty  service  pay.  As  a  domiciliary  of  Virginia,  he  is  required  to 
pay  income  tax  to  the  State  of  Virginia.  He  is  not  liable  for  New  York  state  income  tax 
because  of  the  Soldier's  and  Sailor’s  Civil  Relief  Act. 

b.  Domicile  in  one  state,  stationed  in  another,  with  outside  income.  Another  member. 
Sergeant  Jane  Doe,  is  domiciled  in  Virginia,  and  stationed  in  California.  She  is  required  to 
pay  income  tax  on  all  her  income  to  the  state  of  Virginia.  While  stationed  in  California  she 
took  a  part-time  job  during  her  off-duty  hours.  Her  compensation  from  this  part-time 
employment  is  not  covered  by  the  SSCRA.  Sgt  Doe  must  report  that  California 

income  on  a  California  state  income  tax  return,  and  also  report  that  income  on  her  Virginia 
income  tax  return.  Although  this  income  is  reported  to  two  states,  it  probably  would  be  taxed 
only  once  since  the  off-duty  income  will  be  taxed  at  the  source  by  California,  and  that  tax 
credited  against  Virginia's  tax  assessment  on  the  off-duty  income. 

c.  Domicile  in  one  state,  stationed  in  another,  with  outside  income  in  yet  another  state. 
Sergeant  John  Smith  is  domiciled  in  Virginia  and  is  stationed  in  Ohio.  He  buys  a  house 
there,  not  to  change  his  legal  domicile,  but  merely  as  a  place  to  live  with  his  family  while 
stationed  in  Ohio.  He  intends  to  maintain  hts  domicile  in  Virginia,  and  to  return  there  after 
his  release  from  active  duty.  He  must  continue  filing  his  state  return  to  Virginia;  and  under 
the  SSCRA,  Ohio  will  not  be  permitted  to  impose  an  income  tax  on  his  service  pay,  even 
though  he  owns  real  property  in  that  state.  If,  however,  he  is  transferred  from  Ohio 

to  New  Mexico  and  rents  out  the  Ohio  house  he  may  have  to  file  an  Ohio  return  to  report  the 
rental  income.  In  addition,  he  has  a  liability  for  filing  a  Virginia  return  on  his  service  pay  as 
well  as  his  rental  income. 

Tax  Treatment  of  Spouses 

An  increasing  number  of  military  spouses  obtain  employment  on  or  near  bases  where  the 
member  is  stationed.  It  is  important  to  note  that  these  spouses  often  become  taxpayers  of  the 
state  in  which  they  temporarily  reside,  although  their  servicemember  spouse 
is  protected  by  the  SSCRA.  Some  states  take  the  position  that  working  civilian  spouses 
become  "residents"  for  tax  purposes  if  they  have  been  within  the  state  for  a  prescribed 
number  of  days  or  months,  usually  stated  as  180  days  or  6  months.  The  military 
member  is  protected  from  such  treatment  by  the  SSCRA.  The  non-military  spouse  is  not. 
Other  states  hold  that  civilian  spouses  are  taxable  as  "nonresidents  deriving  income  from 
within  the  state."  In  either  case,  the  civilian  spouse  generally  cannot  file  a  joint  state  return 
with  the  military  member.  Thus,  if  a  serviceman  and  his  wife  are  residents  of  New  York  but 
living  at  Dover  AFB,  Delaware,  while  he  is  stationed  at  the  base,  if  he  has  no  income  other 
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than  his  semce  pay,  he  is  exempt  from  Delaware  tax.  If  his  wife  works  at  the  BX,  however, 
she  is  considered  a  resident  of  Delaware  and  should  file  an  individual  Delaware  tax 
return.  She  may  also  be  required  to  file  a  New  York  return  (as  would  her  husband  on  his 
income),  but  can  credit  the  tax  paid  to  Delaware  against  her  New  York  income  tax. 

States  are  Increasingly  Active  in  Collecting  Taxes  Owed 

As  the  states  are  more  pressed  for  revenue  they  also  are  more  aggressive  in  collecting  income 
taxes.  This  can  take  the  form  of  the  state's  regulations  broadening  their  interpretation  of 
"residency"  or  "domicile"  for  tax  purposes,  or  it  may  take  the  form  of  more  aggressive 
enforcement  of  current  taxes.  Military  personnel  should  be  cautioned  against  relying  either  on 
widespread  exemptions  from  state  liability  permitted  during  wartime,  or  on  a 
state's  apparent  history  of  collecting  taxes  due.  In  short,  military  personnel  are  expected  to 
comply  with  the  law.  Personnel  of  the  Armed  Forces  should  be  aware  that  a  statement  of  a 
member's  earnings  is  sent  each  year  to  the  state  indicated  by  the  member  as 
his/her  state  of  domicile  (legal  residence).  The  Tax  Reform  Act  of  1976  amended  5  U.S.C. 
5516  and  5517  to  permit  the  withholding  of  state  and  District  of  Columbia  income  taxes  from 
military  pay  under  certain  circumstances. 

As  a  number  of  states  have  adopted  the  Federal  income  tax  law  as  the  basis  upon  which  state 
income  taxes  are  collected,  so  have  they  relied  on  the  greater  scrutiny  given  Federal  tax 
returns  by  the  Internal  Revenue  Service.  Many  states  require  taxpayers  to  file  with  the  state  a 
report  of  changes  in  their  Federal  returns.  Such  changes  usually  occur  after  an  audit  by  the 
Internal  Revenue  Service  and  may  include  such  things  as  disallowance  of  claimed  deductions 
or  exemptions,  or  a  correction  of  errors  in  anthmetic.  After  such  changes  in  the  Federal 
returns  become  final,  taxpayers  are  usually  given  30  to  90  days  to  report  them  to  their  state. 

In  a  move  toward  efficient  tax  collection,  a  number  of  states  have  entered  into  agreements 
with  Internal  Revenue  Service  for  the  exchange  of  tax  data. 

A  number  of  states  require  taxpayers  to  file  a  Declaration  of  Estimated  Tax.  People  who 
reside  in  states  having  a  withholding  system  similar  to  that  of  the  Federal  Government,  but 
whose  income  is  not  subject  to  withholding  at  the  source,  must  usually  file  such  declarations. 
Of  course,  withholding  of  state  taxes  under  an  agreement  with  the  Secretary  of  the  Treasury 
would  normally  render  filing  a  declaration  of  estimated  tax  unnecessary.  If  in  doubt 
about  whether  you  need  to  file  estimated  returns,  consult  your  legal  assistance  officer,  unit  tax 
advisor  or  taxing  authority. 

Some  states  exempt  part  or  all  of  a  member's  military  income  from  state  income  tax.  It  is 
important  to  remember  that  this  is  an  exemption  from  paying  income  tax  and  not  necessarily 
an  exemption  from  filing  a  return.  An  income  tax  return  may  be  required,  even  though  no  tax 
is  due.  For  a  variety  of  reasons  military  members  may  wish  to  file  such  returns.  Filing  a 
return  strengthens  their  position  as  a  state  resident  and  may  help  defeat  claims  by  other  states 
for  payment  of  taxes. 
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Armed  Forces  Tax  Council 


The  Armed  Forces  Tax  Council  was  created  in  1988  by  DoD  Directive  5124.3.  Within  the 
Council's  responsibility  to  oversee  all  tax  matters  affecting  the  military  is  the  charge  to 
coordinate  the  following; 

1 .  Legislative  proposals  that  affect  the  federal  and  state  tax  obligations  of  members. 

2.  Requests  for  interpretations  of  tax  laws,  regulations,  and  rulings  requested  by  DoD 
offices  and  Agencies. 

3.  Liaison  with  Federal,  State  and  local  tax  authorities  by  DoD  representatives. 

Please  contact  AFLSA/JACA  for  coordination  of  any  of  these  matters  with  the  Armed 
Forces  Tax  Council. 

SUMMARY 

An  individual's  obligation  to  pay  state  income  taxes  is  just  as  real  and  valid  as  any  other  legal 
obligation.  The  benefits  derived  from  timely  compliance  with  applicable  state  tax  laws  can  be 
substantial.  For  example,  service  members  should  find  it  easier  to  qualify  their  children  for 
in'State  tuition  rates  in  the  state  where  4hey  regularly  paid  income  taxes.  In  like  manner,  state 
services  provided  to  disabled  or  incompetent  persons,  or  those  with  extraordinary  medical 
needs,  is  generally  predicated  on  domiciliary  status.  Paying  state  income  taxes  is  very  strong 
evidence  of  domicile  in  that  state. 

Since  many  cities  and  counties  are  imposing  their  own  income  taxes,  military  personnel 
should  learn  if  the  city  or  county  where  they  physically  reside  imposes  such  a  tax.  Off-duty 
earned  income,  or  a  spouse's  income,  may  be  liable  for  such  local  income  taxes. 

Many  states  have  some  provisions  for  either  total  exemption,  partial  exemption,  or  exclusions 
of  military  pay  from  taxation.  Therefore,  each  individual  should  consult  the  "MILITARY 
PROVISIONS"  of  his  particular  state  for  specific  exclusions,  if  any. 

Any  state  income  tax  questions  not  answered  by  our  legal  assistance  officer  or  this  publication 
should  be  referred  directly  to  the  "TAX  AUTHORITY"  we  show  for  that  state.  The  address 
is  listed  at  the  end  of  each  state  section 

Questions  or  comments  concerning  this  publication  should  be  sent  to: 

Editor, 

1993  All  States  Income  Tax  Guide 
Air  Force  Judge  Advocate  General  School 
Maxwell  Air  Force  Base,  AL  36112-5712 
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DESERT  STORM  TAX  INFORMATION 


gXTmiSTQN  OF  DEADLINE.  Armed  Forces  members  who  served  in  a 
combat  zone  are  allowed  additional  time  to  take  care  of  tax 
matters  (called  a  "deadline  extension,"  in  this  handout).  The 
deadline  for  taking  actions  with  the  IRS  is  extended  for  at 
least  180  days  after  the  later  of; 

1.  The  last  day  the  taxpayer  is  in  a  combat  zone  (or 
the  last  day  the  area  qualifies  as  a  combat  zone), 
or 

2.  The  last  day  of  any  continuous  qualified 
hospitalization  for  injury  from  service  in  the 
combat  zone.  (Qualified  hospitalization  is  that 
hospitalization  that  resulted  from  an  injury 
received  while  serving  in  the  combat  zone.  In  the 
case  of  a  Persian  Gulf  area  injury,  the  injury  must 
have  occurred  between  2  August  1990  and  the  date 
the  President,  by  Executive  Order,  terminates  the 
combat  zone . ) 

Beyond  the  180  days,  the  deadline  is  also  extended  by  the 
nunUser  of  days  that  were  left  for  the  member  to  take  action 
with  the  IRS  when  (s)he  entered  the  combat  zone.  If  the 
member  entered  the  combat  zone  before  the  time  to  take  the 
action  began,  the  deadline  is  extended  by  the  entire  time 
(s)he  has  to  take  the  action. 


ACTIONS  EXTENDED.  The  deadline  extension  provision  applies 

to  these  actions; 

1.  Filing  any  return  of  income,  estate,  or  gift  tax  (except 
employment  and  withholding  taxes). 

2.  Paying  any  income,  estate,  or  gift  tax  (except  employment 
and  withholding  taxes ) . 

3.  Filing  a  petition  with  the  Tax  Court  for  redetermination 
of  a  deficiency,  or  for  review  of  a  Tax  Court  decision. 

4.  Filing  a  claim  for  credit  or  refund  of  any  tax. 

5.  Bringing  a  suit  for  any  claim  for  credit  or  refund. 

6.  Purchasing  a  replacement  residence  to  postpone  paying  tax 
on  the  gain  on  the  sale  of  the  old  residence. 

7.  Making  a  qualified  IRA  contribution. 

8.  Allowing  a  credit  or  refund  of  any  tax  by  IRS. 

9 .  Assessment  of  any  tax  by  the  IRS . 

10.  Giving  or  making  any  notice  or  demand  by  the  IRS  for  the 
payment  of  any  tax,  or  for  any  liability  for  any  tax. 

11.  Collection  by  the  IRS  of  any  tax  due. 

12.  Bringing  suit  by  the  United  States  for  any  tax  due. 
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Mo-tei  If  the  IRS  takes  any  actions  llatiad  or  aenda  a 

notice  of  ey«m^n*t'ton  before  learning  that  the  taxpayer 
mialifies  for  a  deadline  extension,  the  taxpay?^  should  retuim 
the  notice  with  "DESERT  STORM"  written  acroae  the  too.  No 
penalties  or  interest  will  be  imposed  for  failure  to  file  a 
return  or  pay  taxes  during  the  extension  period.  The  IRS, 
however,  will  pay  interest  on  a  1991  refund  from  15  April 
1992,  and  on  a  1992  refund  from  15  April  1993,  if  the  returns 
are  timely  filed  after  applying  the  deadline  extension. 

SPOnSES «  Spouses  of  individuals  who  served  in  a  combat  zone 
are  entitled  to  the  same  deadline  extension  with  two 
exceptions : 

1.  The  extension  does  not  apply  to  a  spouse  for  any  tax  year 
beginning  more  than  two  years  after  the  date  that  combat 
activities  end. 

2.  The  extension  does  not  apply  to  a  spouse  for  any  period 
the  qualifying  individual  is  hospitalized  in  the  United 
States  for  injuries  incurred  in  a  combat  zone. 

roMWAT  zone  Eyf^T.nfiTOW.  Armed  Forces  members  who  serve  in  a 
combat  zone  may  exclude  certain  pay  from  their  income.  They 
do  not  have  to  receive  the  pay  while  in  a  combat  zone,  but  it 
must  be  paid  for  service  there,  or  for  a  period  during  which 
they  were  hospitalized  as  a  result  of  their  service  there. 
The  following  military  pay  can  be  excluded  from  income: 

1.  Active  duty  pay  earned  in  any  month  they  served  in  a 

combat  zone.  Military  members  (enlisted  or  commissioned 
warrant  officers)  who  serve  in  a  combat  zone  during  any 
part  of  a  month,  can  exclude  all  of  their  basic  pay  for 
that  month  from  income.  Commissioned  officers  may 

exclude  $500  of  their  pay  each  month  during  any  part  of 
which  they  served  in  a  combat  zone. 

2.  A  dislocation  allowance  if  the  move  begins  or  ends  in  a 
month  they  served  in  a  combat  zone. 

3.  A  reenlistment  bonus  if  the  voluntary  extension  or 

reenlistment  occurs  in  a  month  they  served  in  a  combat 
zone. 

4 .  Pay  for  accrued  leave  earned  in  any  month  they  served  in 
a  combat  zone. 

5.  Pay  received  for  duties  as  a  member  of  the  Armed  Forces 
in  clubs,  messes,  post  and  station  theaters,  and  other 
nonappropriated  fund  activities .  The  pay  must  be  earned 
in  a  month  the  member  served  in  a  combat  zone. 

6.  Awards  for  suggestions,  inventions,  or  scientific 

achievements  members  are  entitled  to  because  of  a 

submission  they  made  in  a  month  they  served  in  a  combat 
zone . 
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rnMRAT  ZONE .  The  President,  be  Executive  Order  12744, 
designated  the  following  locations  (including  airspace)  as  a 
combat  zone  beginning  17  January  1991: 

*  The  Persian  Gulf, 

*  The  Red  Sea, 

*  The  Gulf  of  Oman, 

*  The  part  of  the  Arabian  Sea  that  is  north  of  10 
degrees  north  latitude  and  west  of  68  degrees  east 
longitude . 

*  The  Gulf  of  Aden,  and 

*  The  total  land  areas  of  Iraq,  Kuwait,  Saudi  Arabia, 
Oman,  Bahrain,  Qatar,  and  the  United  Arab  Emirates. 

Service  in  a  comtvit-.  ^nna.  Service  is  performed  in  the  Persian 
Gulf  combat  zone  only  if  it  is  performed  on  or  after  17 
January  1991. 

Qualifying  service  outside  combat  zone.  Military  service 
outside  of  a  combat  zone  is  considered  performed  in  a  combat 
zone  if : 

1 .  The  service  is  in  direct  support  of  military  operations 
in  the  combat  zone,  and 

2.  The  service  qualifies  the  member  for  special  military  pay 
for  duty  subject  to  hostile  fire  or  innninent  danger. 

Militaary  pay  for  this  service  will  qualify  for  the  combat  zone 
exclusion  if  the  other  requirements  are  met. 

Nonqualifying  service  in  a  combat  zone.  The  following 
military  service  does  not  qualify  as  service  in  a  combat  zone: 

1 .  Presence  in  a  combat  zone  while  on  leave  from  a  duty 
station  located  outside  the  combat  zone. 

2.  Passage  over  or  through  a  combat  zone  during  a  trip 
between  two  points  that  are  outside  of  a  combat  zone. 

3.  Presence  in  a  combat  zone  solely  for  a  member's  personal 
convenience . 

Consult  IRS  Publication  945,  Tax  Information  for  those 
Affected  by  Operation  Desert  Storm,  for  more  information. 

FORM  W-2«  The  wages  shown  in  box  10  of  the  1993  Form  W-2 
should  not  include  military  pay  excluded  from  an  individual's 
income  under  the  combat  zone  exclusion  provisions .  Contact 
your  local  finance  office  if  you  have  questions  about  the 
exclusion. 

TAXPAYERS  WHO  SERVE  IN  A  COMBAT  ZONE  SHOULD  WRITE  "COMBAT 
ZONE — DESERT  STORM"  ON  THEIR  TAX  RETDRN. 
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PUERTO  RICO  XAX 
INFORMATION 

This  flyer  outlines  the  requirements  for  filing 
income  tax  returns  for  legal  residents  of  Puerto  Rico 
(legal  residence  as  determined  by  evidence  of  domicile, 
e.g.,  the  last  state  in  which  one  voted,  place  of  entry 
on  active  duty  [home  of  record],  state  expressed  as  one's 
domicile  in  a  will)  or  for  those  ^o  recently  changed 
their  legal  residence  from  Puerto  Rico  to  one  of  the 
states  of  the  United  States  for  the  tax  year. 

Whether  or  not 
you  are  required 
to  file  a  Puerto 
Rico  return  in 
addition  to  a 
federal  return  is 
based  on: 

*  Whether  you 
were  a  legal  resident  of 
Puerto  Rico  on  31 
December  OR 

*  Whether  you 
changed  your  legal 
residence  from  Puerto 
Rico  to  one  of  the 
states  of  the  United 
States  during  the  tax 
year  (before  31 
December) 

Individuals  who  claim 
Puerto  Rico  as  their 
legal  residence  may 
take  a  credit  on  the 


Puerto  Rico  or  Federal 
Income  Tax  return  for 
the  taxes  paid  to  the 
United  States  or  to 
Puerto  Rico.  The 
procedure  for  taking  the 
credit  may  change 
based  on  where  you 
are  stationed. 

If  you  are  a  legal 
resident  of  Puerto 
Rico  as  of  31 
December  and  you 
live  or  are 
stationed  In  Puerto 
Rico,  then  follow 
this  procedure  to 
take  the  credit: 

1 .  Complete  the  Puerto 
Rico  return  (Form 
482PR). 

2.  Complete  ttie 
Federal  return  (Form 
1040). 

3.  Complete  Form 
1116  (US)  to  take  the 


credit. 

4.  Mail  the  Puerto  Rico 
return  to  the 
Department  of  the 
Treasury  in  Puerto  Rico. 

5.  Mail  the  Federal 
return  (Form  1040)  and 
Form  1116  to  the 
servicing  IRS  office. 

If  you  are  a  legal 
resident  of  Puerto 
Rico  as  of  31 
December  and  you 
live  or  are 
stationed  outside 
the  states  of  the 
United  States,  then 
follow  this 
procedure  to  take 
the  credit; 

1 .  Complete  the  Puerto 
Rico  return  (Form 
482PR). 

2.  Complete  the 
Federal  return  (Form 
1Q40). 


3.  Complete  Form 
1116  (US)  to  take  the 
credit 

4.  Mail  the  Puerto  Rico 
return  to  the 
Department  of  the 
Treasury  in  Puerto  Rico. 

5.  Mail  the  Federal 
return  (Form  1040)  and 
Form  1116  to  the 
servicing  IRS  office. 

If  you  are  a  legal 
resident  of  Puerto 
Rico  as  of  31 
December  and  you 
live  or  are 
stationed  In  a  state 
of  the  United 
States,  then  foiiow 
this  procedure  to 
take  the  credit: 

1.  Complete  the 
Federal  return  (Form 
1040). 

2.  Complete  the  Puerto 
Rico  return  (Form 
482PR)  and  the  Puerto 
Rico  credit  worksheet  to 
take  the  credit  of  Form 
482PR). 

3.  Mail  the  Puerto  Rico 
return  AND  the  Puerto 
Rico  credit  worksheet  to 
the  Department  of  the 
Treasury  in  Puerto  Rico. 

4.  Mail  the  Federal 
return  (Form  1040)  to 
the  servicing  IRS  office. 

If  you  were  a  legal 
resident  of  Puerto 
Rico  during  part  of 


the  year  (l.e.,  you 
changed  your  legal 
residence  from 
Puerto  Rico  to  one 
of  the  states  of  the 
United  States 
during  1993)  and 
you  were  a  legal 
resident  of  that 
state  as  of  31 
December,  then 
follow  this 
procedure  to  claim 
the  credit: 

1 .  Complete  the  Puerto 
Rico  return  (Form 
482PR)  for  the  period 
you  were  a  ieg^ 
resident  of  Puerto  Rico 
(e.g.,  from  1  January 
1993  until  the  date  you 
changed  your  legal 
residence). 

2.  If  you  were  living  or 
stationed  in  a  state  of 
the  United  States  during 
the  period  of  legal 
residency  for  Puerto 
Rico,  complete  the 
Puerto  Rico  worksheet 
to  take  the  credit  on 
Form482PR.  If  you 
were  living  or  stationed 
in  Puerto  Rico  or 
outside  the  states  of  the 
United  States,  complete 
Form  1116  (US)  to  take 
the  credit  on  your 
Federal  return. 

3.  Complete  the 
Federal  return  (Form 
1040). 

4.  Complete  the  state 


return. 

5.  Mail  the  Puerto  Rico 
return,  a  copy  of  DD 
Form  2058  (Change  of 
Residence  Form),  and  a 
certified  copy  of  your 
Federal  return  iri  order 
to  prove  the  change  of 
legal  residence  to  the 
Department  of  the 
Treasury  in  Puerto  Rico. 

6.  Mail  the  Federal 
return  (Form  1040)  to 
the  servicing  IRS  office. 

Part-year  residents 
and  nonresidents 
of  Puerto  Rico  may 
be  entitled  to  a 
refund  for  taxes 
paid  to  Puerto 
Rico. 

Puerto  Rico  requires 
proof  that  you  have 
actually  changed  your 
residence  to  a  state  of 
the  United  States.  In 
addition  to  submitting  a 
copy  of  DD  Form  2058 
(Change  of  Residence 
Form),  you  should 
submit  a  copy  of  your 
Federal  income  tax 
return.  When 
applicable,  you  should 
submit  a  copy  of  your 
first  leave  and  earnings 
statement  (LES)  for  the 
tax  year  showing  Puerto 
Rico  as  the  place  of 
legal  residence  and  a 
copy  of  the  first  LES 
showing  a  state  of  the 
United  States  as  the 


place  of  legal 
residence. 

If  Puerto  Rico  was  not 
your  legal  residence 
during  any  part  of  the 
year,  but  for  some 
reason  income  tax  was 
withheld  for  Puerto 
Rico,  follow  this 
procedure  to  claim  a 
refund  of  the  withheld 
taxes: 

a.  Complete  Form  SC 
2698  (Claim  for  Refund 
of  Income  Tax 
Erroneously  or  Illegally 
Collected). 

b.  Mail  the  Form  SC 
2698  together  with  a 
copy  of  the  DD  Form 
2058  to  the  Department 
of  the  Treasury  in 
Puerto  Rico.  The  DD 
Form  2058  should 
demonstrate  that  your 
residence  is  a  state  of 
the  United  States.  In 
addition,  you  must 
submit  a  statement  from 
the  senricing  finance 
office  explaining  the 
reason  for  the 
withholding. 

Keep  these 
important  factors  In 
mind  when 
preparing  a  Puerto 
Rico  return: 

A.  Puerto  Rico  income 
inciudes  all  income 
including  passive 
income. 

B.  Puerto  Rico  does 
not  tax  unempioyment 
compensation  or  social 


security  benefits. 

C.  The  following  items 
are  inciuded  as  income 
for  Puerto  Rico:  Cost  of 
Living  Allowance 
(COLA).  Variable 
Housing  Allowance 
(VHA),  and  interest. 

Note  that  the  Defense 
Finance  and  Accounting 
Sen/lce  (DFAS)  does 
not  withhold  taxes  from 
COLA  or  VHA. 

D.  Puerto  Rico  does 
not  tax  the  first  $2,CX)0 
of  interest  earned  on  an 
account  located  in 
Puerto  Rico.  All  interest 
earned  in  an  account  in 
a  finandal  institution 
located  in  a  state  of  the 
United  States  is  taxed  in 
Puerto  Rico  (and  on  the 
Federal  income  tax 
return).  This  interest 
must  be  included  on 
the  Schedule  F  filed 
with  the  Form  482PR. 

E.  If  you  have  a  car 
loan  (In  Puerto  Rico  or 
the  United  States)  then 
you  may  deduct  the 
irrterest  paid  on  that 
loan  for  1993  up  to 
$1,2CX}  on  your  Puerto 
Rico  return  only.  Puerto 
Rico  allows  interest  on 
one  vehicle  only.  You 
must  include  the  name 
of  the  financial 
institution,  loan  account 
number,  and  amount  of 
interest  paid. 

F.  If  you  and  your 
spouse  bo^  work  (in 
Puerto  Rico  or  the 
United  Sfotes)  then  you 
are  entitled  to  an 


additional  $200  ded¬ 
uction  provided  you 
both  include  your 
taxable  income  on  the 
Puerto  Rico  return. 

G.  You  must  provide 
the  following  inform¬ 
ation  to  Puerto  Rico: 
Date  of  birth  (for  hus¬ 
band  and  wife);  social 
security  number  for 
husband  and  wife  and 
all  dependents  age  five 
or  older;  the  wife’s 
maiden  name  if  she  is 
from  Puerto  Rico;  and 
each  parent’s  last 
name. 

Rling  deadline,  if 

you  cannot  file  your 
Puerto  Rico  return  by 
the  15  April  1994 
deadline,  you  must  file 
Form  2644  (automatic 
30-day  extension)  and 
include  one-half  of  any 
tax  liability  due.  Near 
the  end  of  the  extension 
you  may  file  Form 
2644.1  to  obtain  an 
additional  extension. 

Puerto  Rico  points  of 
contact:  Mrs.  Sandra 
Torres,  Documents 
Processing  Division  (Office 
204),  Bureau  of  Income  Tax, 
Box  2501 ,  San  Juan.  Puerto 
Rico  00902.  Telephone: 
809/723-1933.  Margarita 
Crespo  Morales,  Consulting 
and  Legislation  Office  (Office 
601),  Bureau  of  Income  Tax, 
Box  2501,  San  luan,  Puerto 
Rico  00902.  Tt  ephone; 
809/723-7085.  Fax: 
808/721-3491. 
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STATE  LAW:  Code  of  Alabama  1975,  Section  40-18-1  et  seq. 

TAXPAYERS:  Residents  with  a  net  income  of  $1,500  or  more  if  single,  or  with  a  net  income 
of  $3,000  or  more  if  married  and  filing  jointly,  and  nonresidents  receiving  income  from 
business  conducted  or  property  owned  within  the  State  which  is  more  than  their  prorated 
Alabama  personal  exemption. 

FILING:  See  "TAXPAYERS".  If  the  requirements  are  met,  an  Alabama  income  tax  return 
must  be  filed  although  tax  may  not  be  due.  Resident  taxpayers  whose  gross  income  is  not  more 
than  $20,000  if  single  or  $40,000  if  married  and  filing  a  joint  return  and  who  do  not  have 
income  other  than  salaries  and  wages  in  excess  of  $1,500  and  do  not  desire  to  itemize  their 
deductions  should  file  on  Form  40A.  All  other  resident  taxpayers  should  file  on  Form  40. 
Nonresident  Taxpayers  having  income  from  Alabama  should  file  on  Form  40NR.  Under 
Alabama  Income  Tax  Law,  unless  proved  otherwise,  a  wife  is  presumed  to  have  the  same 
residence  as  her  husband.  Thus,  wives  of  military  personnel  who  are  residents  of  Alabama  are 
also  residents  of  Alabama  for  income  tax  purposes  unless  they  have  never  left  the  state  of 
which  they  were  residents  before  their  marriage.  Wives  who  are  also  military  personnel  may 
retain  their  residence  in  the  state  from  which  they  entered  military  service. 

MILITARY  PAY:  Military  pay  received  by  service  members  is  taxable,  except  that  which  is 
received  for  active  duty  in  a  Presidentially  designated  combat  zone  (see  below  for  details). 

DESERT  STORM  PROVISIONS:  For  tax  year  1991  and  beyond,  all  military-source  income 
received  by  active  duty  personnel,  reserve  or  National  Guard  personnel  while  serving  in  the 
combat  zone  designated  by  Executive  Order  #12744  is  exempt  from  Alabama  income  tax 
beginning  January  17,  1991.  This  applies  equally  to  all  ranks.  Personnel  serving  in  the 
"Persian  Gulf  area"  as  part  of  a  unit  in  the  Desert  Shield  or  Desert  Storm  operation  were 
granted  a  180-day  income  tax  filing  extension  following  the  termination  of  their  service  in  the 
area.  The  period  of  service  is  further  extended  for  those  injured  as  the  result  of  Desert 
Shield/Storm  services  for  the  period  of  any  continuous  hospitalization,  provided  the 
hospitalization  does  not  exceed  five  (5)  years.  The  extensions  also  apply  to  the  member's 
spouse. 

RESIDENTS:  Residents  include  all  persons  domiciled  in  the  State  and  every  other  person 
maintaining  an  abode  in  the  State  or  spending  in  the  aggregate  more  than  seven  months  of  the 
tax  year  in  the  State.  The  burden  of  proof  as  to  a  change  in  domicile/residence  is  on  the 
taxpayer.  Report  of  Attorney  General,  April-June  1940,  p.  150,  State  v.  Woodruff,  253  Ala 
620,  46  So.2d  553. 

INCOME  EXCLUSIONS,  (a)  Life,  accident,  health,  war,  unemployment  insurance;  (b) 
Veteran’s  benefits;  (c)  Public  assistance  to  the  blind  and  dependent  children;  (d)  Interest  on 


1 


ALABAMA  1993 


obligations  of  the  United  States,  Alabama,  or  its  political  subdivisions;  (e)  Gain  from 
involuntary  conversion  due  to  requisition  or  condemnation  by  a  government  authority  is  now 
treated  the  same  for  Alabama  as  the  current  Federal  Income  Tax  law  Gam  on  sale  of  personal 
residence  may  be  deferred  in  the  same  manner  as  allowed  by  Federal  Income  Tax  Law  in  effect 
May  1985,  except  that  the  term  "new  residence"  means  and  includes  only  property  located 
within  the  State  of  Alabama.  Alabama  will  allow  military  personnel  a  suspension  of  the 
replacement  period  for  up  to  4  years  of  the  time  they  are  overseas  The  tax  rates  (which  are 
built  into  the  tax  tables  for  a  single  person,  a  person  qualifying  as  "Head  of  Family",  or  a 
married  person  filing  a  separate  Alabama  return  are  as  follows: 

If  the  amount  taxable  is;  Your  tax  is; 

Not  over  $500  .  2%  of  taxable  income. 

Over  $500  but  not  over  $3,000  .  $  10.00  plus  4%  of  taxable  income  over  $500 

Over  $3,000  .  $1 10.00  plus  5%  of  taxable  income  over  $3,000 

The  tax  rates  (which  are  built  into  the  tax  tables)  for  a  married  couple  fill-in  a  joint  Alabama 


return  are  as  follows; 

If  the  amount  taxable  is:  Your  tax  is; 

Not  over  $1,000  .  2%  of  taxable  income. 

Over  $1,000  but  not  over  $6,000  ...  $  20.00  plus  4%  of  taxable  income  over  $1,000 
Over  $6,000  .  $220.00  plus  5%  of  taxable  income  over  $6,000 


Taxpayers  who  qualify  for  the  short  form  (Form  40A)  will  use  the  standard  tax  tables. 

DEDUCTIONS:  (a)  Expenses  related  to  transactions  entered  into  with  the  expectation  of  a 
profit,  such  as  stock,  bond,  and  investment  property  transactions;  (b)  Medical  expenses  are 
treated  and  computed  on  the  same  basis  as  the  Federal  law  in  effect  January  I,  1982,  (c) 
Contributions  are  allowed  as  provided  in  Federal  law  in  effect  January  1,  1982,  except  that  no 
deduction  is  allowed  taxpayers  who  do  not  itemize  their  deductions;  (d)  Federal  income  taxes. 
Federal  Insurance  Contribution  Act  taxes.  State,  local,  and  foreign  occupational  license  taxes, 
contributions  to  State  Unemployment  funds,  and  all  taxes  allowed  as  an  itemized  deduction 
under  Federal  law  except  State  Income  Tax;  (e)  Interest;  Alabama  is  tied  to  the  Internal 
Revenue  Code  163  regarding  allowable  interest  expense  deductions.  This  has  the  effect  of  the 
phase-out  of  consumer  personal  interest  expense.  Schedule  A,  itemized  deductions,  has  been 
revised  for  this  computation.  This  change  is  effective  for  tax  years  beginning  12/31/87,  (f) 
Dues  to  unions/professional  societies;  (g)  Small  tools  and  supplies;  (h)  Professional 
periodicals,  and  (i)  Casualty  losses  in  excess  of  $100  per  casualty. 
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Standard  Optional  Deduction  for  a  single  taxpayer,  head  of  family,  or  a  married  person  filing  a 
separate  return  is  20%  of  adjusted  gross  income  or  $2,000,  whichever  is  less.  For  a  married 
couple  filing  a  joint  return,  the  Standard  Optional  Deduction  is  20%  of  adjusted  gross  income 
or  $4,000,  whichever  is  less.  In  addition  to  the  Standard  Optional  Deduction,  a  deduction  for 
Federal  income  tax  paid  is  allowed.  If  one  spouse  itemizes  deductions  when  filing  a  separate 
return,  the  other  spouse  may  not  elect  to  claim  the  standard  optional  deduction. 

Alabama  law  is  also  tied  to  Internal  Revenue  Code  Section  274  regarding  the  deduction  of 
expenses  for  travel,  entertainment  and  meals.  This  has  the  effect  of  reducing  the  meals  and 
entertainment  expenses  by  20%  like  the  federal  law.  Alabama  law  also  requires  that  the  excess 
expense  be  claimed  as  an  itemized  deduction  subject  to  the  2%  limit  which  the  federal  has  on 
miscellaneous  deductions.  This  change  is  effective  for  tax  years  or  periods  beginning  after 
12/31/89. 

The  Alabama  Law  has  been  changed  to  remove  the  irrevocable  provisions  of  electing  the 
optional  standard  deduction  after  the  due  date  of  the  return.  The  effect  of  this  law  is  to 
provide  that,  if  a  taxpayer  finds  it  necessary  to  amend  a  previously  filed  return  to  claim  an 
Itemized  deduction  after  originally  claiming  the  optional  standard  deduction,  he  may  do  so  for 
years  beginning  after  December  31,  1984. 

EXEMPTIONS 

Single  person  or  married  person  filing  separate  return* .  $1,500 

Mamed  couple  filing  joint  return  or  head  of  family** .  3,000 

Dependents  (each) .  300 

*  Marned  persons  filing  separate  returns  must  each  claim  their  own  personal  exemption  of 
$1,500. 

**  Not  Federal  test  for  "Head  of  Household"  -  To  qualify  as  Head  of  family,  taxpayer  must  (1) 
be  unmarried;  (2)  furnish  more  than  half  of  support  of  dependent  claimed,  (3)  maintain  home 
for  self  and  dependent;  (4)  exercise  family  control;  (5)  actual  relationship  to  dependent  by 
blood,  marriage,  or  adoption,  supported  by  legal  or  moral  obligation,  (6)  actual  dependence  of 
person  claimed  as  dependent,  not  mere  economic  convenience 

Nonresident  individuals  are  allowed  itemized  deductions,  federal  income  tax,  and  personal 
exemptions  and  credit  for  dependents  prorated  by  the  ratio  of  the  adjusted  gross  income  from 
sources  within  Alabama  and  without  Alabama  As  an  exception,  however,  casualty  losses 
occurring  to  property  within  the  State  are  not  subject  to  proration. 

CAPITAL  GAINS  AND  LOSSES  Gains  are  taxed  as  ordinary  income  Losses  are  not 
deductible  unless  incurred  in  trade  or  business  transactions  entered  into  for  profit.  Sale  of 
personal  residence  by  resident  taxpayers  will  be  treated  similar  to  Federal  law  for  like  sales,  the 
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only  exception  being  the  new  residence  must  be  located  within  the  State  of  Alabama. 

Taxpayers  over  55  may  exclude  gain  of  up  to  $125,000,  one  time  in  the  life  of  the  taxpayer  or 
spouse,  on  the  sale  of  a  personal  residence.  Capital  gains  distributions  of  mutual  funds  are 
treated  as  ordinary  income. 

PAYMENTS;  Returns  and  tax  in  full  due  15  April  Alabama  utilizes  both  resident  and 
nonresident  income  tax  returns.  Estimated  tax  is  due  from  persons  with  net  income  exceeding 
$1,500  (or  married  couple  with  net  income  exceeding  $3,000)  not  subject  to  withholding.  It  is 
payable  in  four  equal  installments  --  15  April,  June,  September  and  January.  Taxpayers  may 
apply  for  an  extension  of  time  for  filing  returns.  The  extension,  except  in  cases  of  taxpayers 
outside  the  Continental  United  States,  shall  not  exceed  six  months.  Interest  is  charged  on 
delinquent  and  underpaid  taxes.  Penalies  may  also  apply. 

TAX  AUTHORITY:  State  of  Alabama,  Department  of  Revenue,  Income  Tax  Division, 
Montgomery,  Alabama  36130  (205)  242-1000 

NOTE:  The  following  cities  impose  municipal  occupational  fees  on  all  income  earned  within 
the  city.  These  fees  can  be  deducted  as  city  occupational  tax  on  Schedule  A. 

Atlanta  Auburn  Birmingham  Gadsden  Guin  Hamilton  Mountain  Brook 
Opelika 

RETIREMENT  INCOME:  The  Alabama  Supreme  Court  ruled  in  1990  that  all  government 
(federal,  state  and  military)  retirement  pay  is  exempt  from  any  income  tax.  Refunds  have  been 
awarded  back  to  12  April  1986,  to  include  returns  filed  for  tax  years  1985-88  The  state  tax 
department  conducted  a  computer  search  to  identify  people  who  qualified  for  refunds.  These 
people  did  not  need  to  file  for  the  refund  or  file  a  corrected  return.  They  should  have 
received  their  refund  payment,  with  interest.  The  Alabama  legislature  codified  this  law  after 
their  court  handed  down  its  ruling. 
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Alaska  currently  has  no  state  individual  income  tax. 
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STATE  LAW:  Revised  Statutes,  1978,  Sec.  43-101  et  seq. 

TAXPAYERS:  Residents  and  those  persons  deriving  income  from  Arizona  sources,  who  if 
single  or  married  filing  separately,  have  an  Arizona  adjusted  gross  income  of  $5,500  or  over  or 
who,  if  married  filing  jointly  have  an  Arizona  adjusted  gross  income  of  $1 1,000  or  over  This 
is  a  community  property  state. 

FILING:  See  "TAXPAYERS".  If  the  requirements  are  met,  an  Arizona  income  tax  return 
must  be  filed  although  tax  may  not  be  due. 

MILITARY  PAY:  (a)  Military  pay  is  taxable  (but  see  below  for  DESERT  STORM 
provisions),  (b)  If,  by  reason  of  being  outside  the  United  States,  it  is  impossible  or  impractical 
to  timely  file  a  return  or  pay  the  tax  (as  determined  by  the  Department)  a  taxpayer  may  be 
relieved  from  penalty  and  interest.  As  soon  as  possible  upon  returning  to  the  United  States  the 
taxpayer  should  request  in  writing,  to  the  Income  Audit  Section,  that  the  delay  be  disregarded 
citing  the  circumstances.  If  approved,  penalty  and  interest  may  be  waived. 

DESERT  STORM  PROVISIONS:  To  the  extent  that  military  pay  earned  while  serving  in  a 
designated  combat  zone  is  exempt  from  taxation  under  federal  law,  it  also  is  exempt  under 
Anzona  law.  In  addition,  Arizona  law  provides  that  all  of  an  officer's  pay  earned  in  a 
designated  combat  zone  is  exempt  from  state  taxation.  Military  members  are  not  required  to  file 
Arizona  tax  returns  until  at  least  180  days  after  they  leave  the  combat  zone.  Applicable 
penalties  and  interest  shall  run  from  the  18 1st  day  until  the  tax  due  is  paid.  This  extension 
also  applies  to  military  members'  spouses,  providing  a  joint  Arizona  income  tax  return  is  filed 
Married  members  who  file  separately  are  considered  to  file  singly  for  purposes  of  this 
extension,  so  that  the  spouse  not  on  active  duty  in  the  combat  zone  would  not  qualify  for  the 
extension.  To  exercise  the  extension,  the  taxpayer  or  their  representative  should  attach  Arizona 
Form  "Operation  Desert  Shield  Income  Tax  Extension  Request"  to  the  front  of  the  Arizona 
income  tax  return.  Some  members  were  serving  outside  the  United  States  as  a  result  of 
Operation  Desert  Shield/  Storm,  but  they  were  not  inside  the  combat  zone.  These  taxpayers  are 
required  to  file  Arizona  tax  returns  within  30  days  after  their  return  to  the  U  S.,  or  by  the  date 
of  their  federal  extension,  whichever  is  later.  Applicable  penalties  and  interest  shall  run  from 
the  later  of  those  dates  until  the  tax  due  is  paid. 

RESIDENTS:  (a)  Every  individual  in  Arizona  for  other  than  temporary  or  transitory  purposes, 
and  (b)  Every  individual  domiciled  in  Arizona  who  is  outside  the  State  for  temporary  or 
transitory  purposes.  Residents,  including  military  members,  who  leave  Arizona  for  a  temporary 
or  transitory  stay  are  considered  to  be  residents  during  their  absence  and  are  subject  to  Arizona 
income  tax  regardless  where  stationed  or  the  period  of  absence  from  the  State  pursuant  to 
military  orders  unless  a  permanent  residence  is  established  elsewhere. 
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INCOME  EXCLUSIONS:  See  instructions  for  Form  140 


DEDUCTIONS:  An  individual  may  itemize  deductions  for  Arizona  purposes  while  not 
itemizing  deductions  for  federal  purposes.  The  itemized  deductions  allowed  for  Arizona  are 
those  itemized  deductions  allowable  under  the  Internal  revenue  Code.  In  addition,  the  amount 
of  medical  expenses  that  exceed  four  percent  of  the  taxpayer's  federal  adjusted  gross  income 
will  be  allowed  for  taxyear  1993  An  Arizona  nonresident  must  prorate  these  deductions  by 
the  percentage  of  which  the  individual's  Arizona  gross  income  is  to  his  or  her  federal  adjusted 
gross  income. 

RATES:  SINGLE  TAXPAYERS  AND  MARRIED  TAXPAYERS 

FILING  SEPARATE  RETURNS 
The  tax  is: 

3.8  %  of  taxable  income 

$380.00,  plus  4.4%  of  the  excess  over  $  10,000 
$1,040.00,  plus  5.25%  of  the  excess  over  $  25,000 
$2,352.50,  plus  6.50%  of  the  excess  over  $  50,000 
$8,852.50,  plus  7.00%  of  the  excess  over  $150,000 

MARRIED  TAXPAYERS  FILLING  JOINT  RETURN  AND  UNMARRIED 

HEADS  OF  HOUSEHOLD 

If  taxable  income  is:  The  tax  is: 

$  0  -  $  20,000  3  8%  of  taxable  income 

$  20,001  -  $  50,000  $760  00,  plus  4  4%  of  excess  over  $  20,000 

$  50,001  -  $100,000  $2,080  00,  plus  5.25%  of  excess  over  $  50,000 

$100,001  -  $300,000  $4,705  00,  plus  6  50%  of  excess  over  $100,000 

$300,001  -  and  over  $17,705  00,  plus  7  00%  of  excess  over  $300,000 

STANDARD  DEDUCTION 

Single  $  3,500 

Married,  filing  separately  $  3,500 
Married,  filing  jointly  $7,000 
Unmarried  head  of  household  $7,000 


If  taxable  income  is: 
$  0  -  10,000 
$  10,001  -  25,000 
$  25,001  -  50,000 
$  50,001  -  150,000 
$150,001  and  over 
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EXEMPTIONS: 

Single  person .  $  2,100 

Couple  or  Head-of-Household .  4,200 

Blind  -  (additional) .  1,500 

Dependents  (each) .  2,300 

Taxpayer  over  65  years .  2,100 

Taxpayer's  spouse  over  65  years  ...  2,100 


CREDITS:  Tax  credit  for  net  income  taxes  paid  to  another  state  is  allowable  provided  the 
other  state  does  not  allow  a  tax  credit  for  income  taxes  paid  to  Arizona.  Others:  see 
instructions. 

MILITARY  INCOME:  Former  A.R.S.  Section  43-1022.8  which  allowed  up  to  $  1,000.00  of 
active  duty  military  pay  to  be  subtracted  from  Arizona  gross  income  was  repealed.  Arizona  no 
longer  excludes  the  first  $1000.00  of  active  duty  military  pay  from  Arizona  taxation. 

ESTIMATED  RETURNS:  An  individual  who  reasonably  expects  his/her  Arizona  gross 
income  for  the  taxable  year  to  exceed  $75,000  or  whose  income  in  the  preceding  taxable  year 
was  greater  than  $75,000,  is  required  to  make  Arizona  estimated  income  tax  payments 

NOTE  Military  members  who  are  delinquent  in  filing  Arizona  income  tax  returns  will  be 
required  to  file  returns  for  all  years  which  are  delinquent.  For  Arizona  purposes,  if  no  return  is 
filed,  an  action  to  collect  any  delinquent  taxes  can  generally  be  brought  at  any  time  The 
question  of  any  abatement  of  penalties  is  referred  to  the  Arizona  Department  of  Revenue, 
Attention:  Penalty  Review  Unit,  1600  West  Monroe,  Phoenix,  Arizona  85007. 

RETIREMENT  INCOME:  A  $2,500  subtraction  from  Arizona  gross  income  for  federal, 

Anzona  state  and  local  pension  income  is  allowed. 

TAX  AUTHORITY:  Arizona  Department  of  Revenue,  1600  West  Monroe,  Phoenix,  ,Arizona 
85007. 

TAXPAYER  INFORMATION:  (602)  255-3381  (Toll  free  within  Arizona:  1-800-352-4090) 

TO  ORDER  TAX  FORMS:  Arizona  Department  of  Revenue 

Attention:  Forms 
1600  West  Monroe 

Phoenix,  Arizona  85007  (602)  542-4260 
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STATE  LAWS:  Arkansas  AC  A  Sec  26-1209,  84-2001  et  seq. 


TAXPAYERS;  All  residents  must  file  who,  if  single,  have  gross  income  in  excess  of  $5,500,  or 
married  filing  jointly,  with  no  dependent  children,  whose  gross  income  exceeds  $10,000  All 
nonresidents  who  derive  income  from  Arkansas  sources  must  file  an  Arkansas  non-resident 
income  tax  return  (Form  ARIOOONR)  If  a  non-resident  military  taxpayer,  or  spouse,  earns 
income  within  the  State  of  Arkansas  (other  than  military  income)  an  Arkansas  Non-Resident 
tax  return  must  be  filed  reporting  the  Arkansas  income,  regardless  of  the  income  level 
FILING:  See  "TAXPAYERS".  If  requirements  are  met,  a  return  must  be  filed  although  no  tax 
is  due  Due  date  is  15  May 

EXTENSIONS:  Extension  of  Time  to  File  Act  403  of  1981  allows  a  taxpayer  to  use  a  Federal 
Extension  on  the  Arkansas  return.  If  a  Federal  automatic  extension  of  time  has  been  granted, 
that  extension  (Federal  Form  4868)  may  apply  for  the  same  period  of  time  (April  16  to  August 
15)  to  the  filing  of  an  Arkansas  return.  To  qualify,  an  executed  copy  of  Federal  Form  4868 
must  be  attached  to  the  Arkansas  return.  If  an  additional  extension  of  time  has  been  granted  for 
filing  a  Federal  return  on  Federal  Form  2688,  this  too  will  be  honored  on  the  Arkansas  return 
for  the  same  period  of  time  granted  by  the  Internal  Revenue  Service  An  executed  copy  of  this 
Form  2688  must  also  be  attached  to  the  face  of  the  Arkansas  return. 

If  a  Federal  extension  has  not  be,en  obtained,  a  request  must  be  made  on  an  Arkansas  Form 
AR1055  This  request  must  be  mailed  before  the  filing  date  and  approved  by  the  Manager, 
Income  Tax  Section,  P  O.  Box  3628,  Little  Rock,  Arkansas  72203-3628  and  attached  to  the 
return  when  mailed.  The  date  of  the  postmark  as  stamped  by  the  United  States  Postal  Service 
shall  be  deemed  to  be  the  date  of  delivery 

WITHHOLDING:  Act  917  of  1981  provides  for  the  withholding  of  State  Income  Tax  on  ail 
military  personnel  whose  home  of  record  is  the  State  of  Arkansas  All  Arkansas  residents  m 
the  Armed  Forces  should  make  provisions  to  have  proper  withholding  taxes  deducted  on  their 
military  pay  The  first  $6,000  of  military  pay  is  not  subject  to  Arkansas  taxation  although  a 
return  is  required  to  be  filed. 

FORMS  A  tax  booklet  with  forms  is  mailed  to  each  taxpayer  who  filed  an  Arkansas  return 
the  previous  year.  They  are  mailed  to  the  address  on  the  previous  year's  return  Forms  mailed 
to  an  Arkansas  address  are  sent  via  bulk  mail  and  are  not  forwarded  automatically  by  the 
Postal  Service.  Taxpayers  filing  with  an  address  outside  Arkansas  will  receive  their  forms  by 
first  class  mail  Anyone  who  has  not  received  a  booklet  by  mid-February  should  write  or 
contact  Income  Tax  Forms,  P  0  Box  3628.  Little  Rock,  Arkansas  72203-3628 

MILITARY  PAY  (a)  Arkansas  imposes  an  income  tax  on  members  of  the  Armed  Forces  who 
are  residents  of  Arkansas  but  maintain  an  abode  elsewhere  The  first  $6,000  of  service  pay  or 


9 


ARKANSAS  1993 


allowances  of  members  of  the  Armed  Forces,  and  the  first  $6,000  of  retirement  pay  received  by 
retired  members  of  the  Armed  Forces  or  their  surviving  spouses  are  exempt  from  Arkansas 
taxation  This  does  not  exempt  members  from  filing  Arkansas  income  tax  returns,  (b)  Disability 
benefits  received  by  disabled  veterans  are  exempt  from  taxation;  (c)  Benefits  derived  under  the 
G  I.  Bill  resulting  from  active  service  in  the  Armed  Forces  are  excluded;  (d)  Overseas 
assignments  do  not  exempt  an  individual  from  filing  an  Arkansas  return. 

DESERT  STORM  PROVISIONS;  Arkansas  adopted  Sec.  Code  1 12  and  692  of  the  Interna! 
Revenue  Code  (Act  386  of  1991)  which  exempts  total  pay  for  enlisted  members  and  $500  00  a 
month  for  officers  while  serving  in  a  combat  zone.  Tax  forgiveness  is  given  for  MIAs  and 
POWs.  Taxes  are  also  forgiven  for  all  military  personnel  killed  or  injured  overseas 

RESIDENTS:  Arkansas  Code  26-51-102(9)  defines  a  resident  as  any  person  domiciled  m 
Arkansas  and  any  other  person  who  maintains  a  permanent  place  of  abode  within  Arkansas  and 
spends  more  than  six  months  of  the  tax  year  within  Arkansas.  Arkansas  Code  26-51-102(10) 
defines  a  nonresident  as  any  person  domiciled  outside  Arkansas,  or  who  maintains  a  permanent 
place  of  abode  outside  Arkansas  and  spends  more  than  six  months  of  the  tax  year  outside 
Arkansas.  However,  a  person  does  not  lose  his/her  residence  in  Arkansas  because  of  military 
service.  Unless  specifically  designated  otherwise,  wives  of  servicemen  are  generally  assumed 
to  have  the  same  residence  as  their  husbands 

NONRESIDENT  AND  PART-YEAR  RESIDENT.  A  nonresident  and  a  part-year  resident  must 
complete  an  ARIOOONR  form.  The  tax  must  be  computed  on  total  income  then  prorated  on  the 
basis  of  Arkansas  income  to  total  income. 

INCOME  EXCLUSIONS:  (a)  Life  insurance  proceeds;  (b)  return  of  premiums  on  life 
insurance;  (c)  Gifts  and  devises,  except  income  from  such  property;  (d)  Interest  upon 
obligations  of  the  United  States,  its  possessions,  the  District  of  Columbia,  or  the  State  of 
Arkansas  or  any  political  subdivision  thereof,  (e)  Proceeds  from  accident  and  health  insurance; 
(f)  Workman's  compensation  and  damages;  (g)  Profit  shanng  and  Annuity  benefits  until 
contributions  are  exceeded;  (h)  Child  support  payments;  (i)  The  first  $6,000  of  employer 
sponsored  retirement  benefits  is  exempt  from  state  taxation.  This  includes  the  gross  amount  of 
military  survivor  benefits  The  $6,000  exclusion  is  per  taxpayer  and  not  pension  plan  Both  the 
husband  and  wife  can  qualify  for  their  own  exclusion  A  retiree  receiving  benefits  from  both  a 
military  and  an  employer  sponsored  retirement  plan  can  receive  a  $6,000  exemption  A  married 
couple  cannot  receive  more  than  two  exemptions. 

FILING  STATUS:  Arkansas  has  filing  statuses  similar  to  the  Federal  statutes,  i  e.,  (1)  Single, 
(2)  Married  filing  jointly,  (3)  Head  of  household,  (4)  Mamed  filing  separately  on  the  same 
return  (See  Tax  Booklet  for  more  details),  (5)  Married  filing  separately  on  different  returns,  and 
(6)  Qualifying  widow(er) 
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INCOME;  W-2,  Farm  and  Business  Income  may  not  be  split  on  the  Arkansas  return,  however. 
Joint  Interest  and  Dividends  may  be  split  according  to  ownership. 

TAX  TABLES.  There  are  three  tax  tables  used  for  computing  Arkansas  Income  Tax  and  a 
capital  gains  tax  rate,  as  follows:  (1)  a  low  income  (2)  standard  deduction  table  with  the 
standard  deduction  built  into  the  table.  (3)  an  itemized  deduction  table.  (4)  a  maximum 
capital  gains  tax  rate  of  6%  Taxpayers  taking  the  $6,000  exclusion  may  not  use  the  low  income 
table.  Arkansas  itemized  deductions  are  similar  to  the  Federal  itemized  deductions  except  for 
not  allowing  a  state  income  tax  deduction  and  using  the  Arkansas  adjusted  gross  income 
Vehicle  mileage  is  27.5  cents  a  mile. 

TAX  RATES: 


First  $  3,000 .  1.0% 

Second  3,000 .  2.5% 

Third  3,000 .  3.5% 

Next  6,000 .  4.5% 

Next  10,000 .  6.0% 

Over  25,000 .  7.0% 


PERSONAL  TAX  CREDITS: 

All  personal  credit  such  as: 

65  or  over,  65  Special,  Blind,  and  Deaf. . $20.00 

Individuals . $20.00 

Married  Couple,  Head  of  Household,  or  Qualifying  Widow(er) . $40  00 

Dependents . $20.00 

Retarded  child . $500.00 

CREDITS:  Credit  is  given  residents  for  income  tax  paid  to  other  states,  not  to  exceed  what  the 
tax  would  be  on  out-of-state  income  if  added  to  Arkansas  income  and  calculated  at  Arkansas 
Income  Tax  rates. 

CAPITAL  GAINS  AND  LOSSES;  Beginning  on  or  after  January  1,  1991,  the  maximum 
capital  gain  tax  rate  is  6%  (Act  882  of  1991).  If  the  ordinary  income  of  the  taxpayer  plus  the 
capital  gain  would  result  in  a  tax  bracket  of  less  than  6%,  then  the  capital  gain  will  be  taxed  as 
ordinary  income.  A  worksheet  is  available  for  computation.  Gain  from  the  sale  of  personal 
residence  is  handled  the  same  as  on  federal  return  except  the  reinvestment  of  gain  on  the  sale 
of  an  Arkansas  residence  must  be  in  another  Arkansas  residence  (Act  914,  Section  3  of  1981). 
Capital  loss  carryforward  is  effective  beginning  in  tax  year  1991. 
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PAYMENTS:  Tax  return  and  payment  due  15  May  Any  service  member  who  expects  his  tax 
liability  at  the  time  of  filing  a  return  to  exceed  $250  00  is  required  to  file  a  Declaration  of 
Estimated  Tax  (ARIOOOES)  and  make  quarterly  payments  toward  expected  tax  liability  There 
is  no  statutory  authority  to  waive  or  excuse  tax.  Only  penalties  may  be  reduced  or  waived 
Arkansas  revenue  authorities  have  been  lenient  in  assessing  penalties  on  service  members  who 
voluntarily  file  their  delinquent  income  tax  returns.  Service  members  are  only  liable  for  taxes 
beginning  with  the  year  1972.  Prior  to  that  time  active  duty  pay  and  retirement  pay  were  not 
taxable.  The  failure  to  file  penalty  has  been  changed  beginning  in  1991,  to  1%  per  month  not 
to  exceed  35%;  the  failure  to  pay  is  5%  per  month.  The  law  allows  the  failure  to  file  and  the 
failure  to  pay  penalties  to  run  consecutively  (6%  per  month)  for  individual  income  tax.  The 
aggregate  of  the  two  penalties  shall  not  exceed  35%.  Interest  is  due  on  a  delinquent  return,  or 
on  returns  extended  by  an  extension  of  time  to  file,  at  the  rate  of  10%  per  annum. 

NOTE:  SPECIAL  EXEMPTION:  Under  the  provisions  of  Acts  48  and  177  of  1977,  effective  1 
January  1978,  the  residents  of  Texarkana,  Arkansas  do  not  have  to  pay  income  tax  on  income 
received  while  residents  of  Texarkana.  Military  members  whose  home  of  record  is  Texarkana, 
Arkansas  are  considered  residents  for  this  purpose.  A  post  office  box  does  not  constitute  a 
residence.  Residence  must  be  within  the  city  limits  of  Texarkana,  Arkansas.  A  TAX  RETURN 
MUST  BE  FILED  TO  GET  THE  EXEMPTION 

ADDITIONAL  NOTE:  For  tax  year  beginning  1987  separate  maintenance  as  well  as  alimony 
can  be  taken  as  an  income  adjustment.  Also  for  tax  years  1987  and  after,  separate  maintenance 
as  well  as  alimony  must  be  repohed  as  income.  Arkansas  has  adopted  the  Federal  Internal 
Revenue  Code  on  Individual  Retirement  Accounts  and  on  Deferred  Payment  Plans.  See  tax 
return  booklet  for  further  details  concerning  these  exclusions.  In  1989  Arkansas  adopted  a  Bill 
of  Rights  for  Taxpayers.  Under  the  Arkansas  Bill  of  Rights,  the  Revenue  Division  will  advise 
the  taxpayer  of  their  rights  in  any  tax  audit  and  collection  process.  Under  certain  conditions, 
the  taxpayer  may  be  able  to  set  up  an  installment  plan  for  the  payment  of  taxes  under 
agreement  by  the  Commissioner.  An  automatic  expiration  date  of  ten  (10)  years  is  also 
provided  for  liens  filed  by  the  Commissioner. 
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MAILING  ADDRESSES  TO  USE: 

SUB  S  ELECTION 
Individual  Income  Tax 
P.O.  Box  3628 
Little  Rock,  AR  72203 


TAX  DUE  RETURN 
State  Income  Tax 
P  O  Box  2144 
Little  Rock.  AR  72203-2144 


REFUND  OR  TAX  NOT  DUE  RETURN 

State  Income  Tax 

P  O.  Box  1000 

Little  Rock,  AR  72203-1000 


FORMS  AND  CORRESPONDENCE 
State  Income  Tax 
P.O  Box  3628 
Little  Rock,  AR  72203-3628 


TAX  AUTHORITY:  Department  of  Finance  and  Administration,  Income  Tax  Section,  P.O  Box 
3628,  Little  Rock,  Arkansas  72203  (501)  682-7250. 
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STATE  LAW;  California  Revenue  and  Taxation  Code,  Sec.  17001  et  seq. 

RESIDENTS:  Every  individual  in  California  for  other  than  a  temporary  or  transitory  purpose, 
and  every  individual  domiciled  in  California  who  is  outside  the  State  for  a  temporary  or 
transitory  purpose,  is  a  resident  of  California.  Residence  continues  despite  temporary  absences. 
Every  individual  (except  members  of  the  armed  forces)  present  in  California  for  more  than  nine 
(9)  months  during  a  taxable  year  is  presumed  to  be  a  resident.  The  presumption  is  rebuttable. 

A  resident  is  taxable  on  all  income  regardless  of  source.  Special  rules  apply  to  the  military 
(see  MILITARY  PROVISIONS  below). 

NONRESIDENTS:  Every  individual  who  is  not  a  resident  is  a  nonresident.  A  nonresident  is 
taxable  only  on  income  from  California  sources.  Nonresidents  are  not  taxed  on  income  from 
intangibles,  such  as  dividends,  interest,  and  gains  from  the  sale  of  stock.  The  tax  imposed  on 
a  nonresident  is  equal  to  the  tax  computed  as  if  the  nonresident  were  a  resident  (and  taxable 
on  all  income  regardless  of  source)  multiplied  by  the  ratio  of  Califomia-source  adjusted  gross 
income  to  total  adjusted  gross  income  from  all  sources. 

FILING:  Residents  file  on  Form  540  (California  Long  Form)  or  Form  540A  (California  Short 
Form).  Nonresidents  and  part-year  residents  must  file  on  Form  540NR  (Nonresident  and 
Part-Year  Resident  Return). 

A  joint  return  must  be  filed  by  a  husband  and  wife  if  a  joint  federal  return  was  filed  unless 
either  spouse  was.  a)  an  active  member  of  the  armed  forces,  or  b)  a  nonresident  for  the  entire 
taxable  year  who  had  no  income  from  a  California  source.  See  MILITARY  PROVISIONS 
below. 

FILING  REQUIREMENTS:  Residents  are  required  to  file  California  income  tax  returns 
where  income  is  equal  to  or  greater  than; 

Gross  Adjusted  or  Gross 

Single  Person  $8,000  $6,000 

Married  Person  16,000  12,000 

If  mamed  taxpayers  file  separately,  California  requires  them  to  file  when  the  total  amounts 
excessed  the  amounts  shown. 

Nonresidents  must  file  if  the  above  requirements  are  met,  or  if  any  tax  is  due  irrespective  of 
the  amount  of  income  to  be  reported. 
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A  return  must  be  filed  to  recover  taxes  paid  (either  by  withholding  or  by  estimated  tax 
payments)  in  excess  of  the  tax  liability. 


MILITARY  PROVISIONS:  Members  of  the  armed  forces  who  are  domiciled  and  stationed  in 
California  are  residents  and  taxable  on  their  income  from  all  sources,  including  compensation 
for  military  service  while  stationed  in  California.  Members  of  the  armed  forces  who  are 
domiciled  in  California  but  leave  California  under  permanent  change  of  station  (PCS)  orders 
generally  are  considered  nonresidents  as  of  the  time  of  departure.  All  income  received  or 
accrued  to  the  date  of  departure  is  taxable  by  California.  If,  pursuant  to  a  PCS,  a  California 
domiciling  becomes  a  nonresident,  but  his  or  her  resident  spouse  remains  in  California,  the 
spouse  is  taxable  on  one-half  of  all  community  income,  including  taxable  military 
compensation. 

Members  of  the  armed  forces  who  are  stationed  in  California  but  domiciled  in  a  state  other 
than  California  are  nonresidents  and  taxable  on  income  from  California  sources.  A 
nonresident  member  of  the  armed  forces  does  not  become  a  resident  of  California  unless 
California  domicile  is  established.  Compensation  of  a  nonresident  member  of  the  armed 
forces  for  military  service  in  California  is  not  from  California  sources. 

If  a  member  of  the  armed  forces  and  his  or  her  spouse  file  a  federal  joint  return,  the  member 
and  his  or  her  spouse  may  file  separate  California  returns. 

The  spouse  of  a  nonresident  member  of  the  armed  forces  domiciled  in  a  community  property 
state  (other  than  California)  is  not  taxed  on  the  spouse's  community  property  interest  in  the 
member's  compensation  for  military  or  naval  service. 

INCOME  AND  EXCLUSIONS:  In  general,  California  follows  federal  tax  law  regarding  gross 
income,  adjusted  gross  income,  and  deductions.  The  following  are  significant  differences; 

a.  State  income  tax  refunds  are  not  included  in  income. 

b.  Unemployment  compensation  is  not  taxable. 

c.  Social  security  benefits  are  not  taxable. 

d.  Interest  income  from  United  States  savings  bonds.  Treasury  bills,  or  other  obligations  of 
the  United  States,  or  U.S.  territories  is  not  taxable.  (Interest  earned  from  Federal  Nanonal 
Mortgage  Association  (Fannie  Mae)  Bonds,  Government  National  Mortgage  Association 
(Giimie  Mae)  Bonds,  and  Federal  Home  Loan  Mortgage  Corporation  [FHLMC]  securities  is 
taxable.) 
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e.  Railroad  retirement  benefits  and  sick  pay  are  not  taxable, 
f  California  lottery  winnings  are  not  taxed  by  California. 

g.  Part  of  the  amount  of  distribution  from  an  individual 
retirement  plan  (IRA)  may  not  be  taxable. 

h.  California  net  operating  loss  deduction  is  different  than  federal. 

i.  California  depreciation  and  amortization  rules  differ  from  federal  rules. 

j.  Capital  gains  and  losses  may  have  to  be  adjusted  for  California  purposes. 

DEDUCTIONS:  If  deductions  are  not  itemized,  the  following  standard  deductions  are  allowed 


Single  or  Married  filing  separate  returns . $  2,402 

Married  filing  a  Joint  return. 

Head  of  Household,  or 

Qualifying  widow(er) . $  4,804 

Itemized  deductions  are  similar  to  those  allowed  for  federal  purposes. 

California  itemized  deductions  of  higher  income  taxpayers  are  limited  to  the  lesser  of; 

(a)  6%  of  the  excess  of  the  federal  Adjusted  Gross  Income  (AGI)  over  the  threshold 
amount,  or 

(b)  80%  of  the  amount  of  itemized  deductions  otherwise  allowed  for  the  tax  year. 

The  indexed  threshold  amounts  for  tax  year  1993  are  as  follows; 

Single,  Married  filing  separate  returns  $106,190 

Head  of  Household  $159,285 

Joint,  surviving  spouse  $212,380 
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CALIFORNIA  TAX  RATES  FOR  TAXABLE  YEAR  1993 
TAX  SCHEDULES 

SCHEDULE  1  (A)  SINGLE  TAXPAYERS 

(B)  MARRIED  FILING  SEPARATE  RETURNS 

(C)  FIDUCIARY  TAX  RETURNS 

IF  THE  TAXABLE 
INCOME  IS 


OVER 

BUT  NOT 
OVER 

THE  TAX  IS 

OF  AMOUNT 
OVER  . 

$  0 

$  4,666  . 

$.00  PLUS  1.0% 

$0 

$  4,666 

$  11,059 

$46.66  PLUS  2.0% 

$4,666 

$  11,059 

$  17,453 

$174.52  PLUS  4.0% 

$11,059 

$  17,453 

$  24,228 

$430.28  PLUS  6.0% 

$17,453 

$  24,228 

$  30,620 

$836.78  PLUS  8.0% 

$24,228 

$  30,620 

$106,190 

$1,348.14  PLUS  9.0% 

$30,620 

$106,190 

$212,380 

$8,376.15  PLUS  10.0% 

$106,190 

$212,380 

AND  OVER 

$18,995.15  PLUS  11.0%  $212,380 

SCHEDULE  2.  (A)  JOINT  TAXPAYERS  AND 

(B)  SURVIVING  SPOUSES  WITH  DEPENDENTS 


IF  THE  TAXABLE 
INCOME  IS 

OVER  BUT  NOT 
OVER 

$  0  $  9,332  .  ,  . 

J  9,332  $  22,118  .  .  . 

$22,118  $  34,906... 

$  34,906  $  48,456  .  .  . 

$  48,456  $  61,240  .  .  . 

$  61,240  $212,380  .  . 

$212,380  $424,760  . 

$424,760  AND  OVER 


THE  TAX  IS 

$  0.00  PLUS 

$  93.32  PLUS 

$  349  04  PLUS 
$  860.56  PLUS 
$  1,673.56  PLUS 
$  2,696.28  PLUS 
$16,752.30  PLUS 
.  $37,990.30  PLUS 


OF  AMOUNT 
OVER 

1.0%  $  0 
2.0%  $  9,332 
4.0%  $22,118 
6  0%  $  34,906 
8.0%  $  48,456 
9.3%  $61,240 
10  0%  $212,380 
110%  $424,760 


17 


CALIFORNIA  1993 


SCHEDULE  3.  (A)  UNMARRIED  HEAD  OF  HOUSEHOLD 

IF  THE  TAXABLE 
INCOME  IS 


OVER 

BUT  NOT 

THE  TAX  IS 

OVER 

OF  AMOUNT 

OVER 

$  0 

$  9,332  .  .  . 

$  0.00 

PLUS 

1.0% 

$  0 

$  9,333 

$  22,118  .  .  . 

$  93.32 

PLUS 

2.0% 

$  9,333 

$  22,118 

$  28,510  .  .  . 

$  349.03 

PLUS 

4.0% 

$  22,118 

$  28,510 

$  35,286  .  .  . 

$  604.71 

PLUS 

6.0% 

$  28,510 

$  35,286 

$  41,679  .  .  . 

$  1,011.27 

PLUS 

8.0% 

$  35,286 

$  41,679 

$144,540  .  . 

.  $  1,522.71 

PLUS 

9.3% 

$  41,679 

$144,540 

$289,081  .  . 

.  $11,088.78 

PLUS 

10.0% 

$144,540 

$289,081 

AND  OVER 

.  $25,542.88 

PLUS 

11.0% 

$289,081 

CREDITS; 

Personal  Exemption  Credit: 


Joint 

$ 

128 

Single,  Separate  or  Unmarried  Head  of  Household 

Dependent 

$ 

64 

Blind 

$ 

64 

Elderly  Age  65  and  over 

$ 

64 

California  personal  exemption  credits  are  reduced  for  higher  income  taxpayers.  The  reduction 
IS  related  to  federal  Adjusted  Gross  Income  (AGI).  For  each  $2,500  ($1,250  for  mamed,  filing 
separate)  of  AGI  or  fraction  thereof,  which  exceeds  the  indexed  threshold  value,  the  personal 


exemption  amount  is  reduced  by  $6  ($12  for  mamed  filing  jointly).  The  threshold  values  for 
1993  are  as  follows: 

Single,  married  filing  seprately  $106,190 

Head  of  Household  $159,285 

Joint,  Surviving  spouse  $212,380 

JOINT  CUSTODY  HEAD  OF  HOUSEHOLD/DEPENDENT  PARENT  CREDIT:  Lesser  of 
$256  or  30%  of  net  tax. 
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QUALIFIED  SENIOR  HEAD  OF  HOUSEHOLD  CREDIT:  Credit  is  equal  to  2% 

of  taxable  income;  not  to  exceed  $750,  indexed  for  inflation.  For  1993,  the  maximum  credit  is 

$830.  The  new  maximum  AGI  ceiling  amount  for  this  credit  is  $41,534. 

QUALIFIED  PARENT  OF  YOUNG  INFANT  CREDIT.  This  is  nonrefundable  credit  of 
$1,000  (which  may  be  carried  over  to  subsequent  years)  for  the  qualified  parent  of  a  young 
infant.  Qualified  parent  must;  a)  qualify  as  head  of  household,  b)  qualify  as  surviving  spouse, 
or  c)  be  considered  married  and  file  a  joint  return;  and  maintain  a  household  which  includes 
at  least  on  child  member  who  has  not  reached  the  age  of  13  months.  The  credit  is  reduced  by 
$200  for  each  $1,000  or  fraction  thereof,  by  which  the  qualified  parent’s  AGI  exceeds  $42,476 
(married,  filing  joint  return,  or  surviving  spouse)  or  $30,264  (head  of  household). 

Nonresident  filers  receive  a  prorated  amount  based  on  percent  of  total  adjusted  gross  income 
which  is  attributable  to  California  sources. 

NOTE:  A  military  income  credit  expired  and  became  obsolete  on  January  1,  1992.  A  renter’s 
credit  was  repealed  and  is  not  available  for  1993. 

RETIEMENT: 

The  case  of  Davis  v.  Michiitan  Departm_ent  of  Revenue,  concerning  the  taxation  of  federal 
retirement  benefits,  has  no  direct  impact  on  the  application  of  California  tax  law.  California 
does  not  treat  the  retirement  income  of  state  retirees  in  a  more  favorable  manner  than  the 
retirement  income  of  retired  federal  employees. 

Under  California  law,  deferred  compensation  received  for  services  performed  in  California  is 
from  California  sources.  This  general  rule  does  not  apply  to  compensation  (including  military 
retired  pay)  for  service  as  a  member  of  the  armed  forces  stationed  in  California  but  domiciled 
elsewhere.  However,  the  military  retired  pay  of  a  retired  member  of  the  armed  forces  who 
was  domiciled  and  stationed  in  California  on  active  duty  is  considered  to  be  from  California 
sources,  and,  as  a  result,  subject  to  California  tax,  regardless  of  where  the  retired  member  may 
currently  reside.  This  concept  has  been  referred  to  by  the  public  and  media  as  "source  tax." 

TAX  AUTHORITY:  State  of  California,  Franchis  Tax  Board,  P.O.  Box  942840,  Sacramento, 
CA  94240-0040 
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HELPFUL  PUBLICATIONS. 

1.  Guideblook  to  California  Taxes,  by  Russell  S.  Bock,  Published  by  Commerce  Clearing 
House. 

2.  California  Tax  Handbook,  by  Robert  A.  Petersen,  Published 
by  Research  Institute  of  Amenca. 

The  following  are  the  Franchise  Tax  Board  numbers  which  may  be  called  for  tax  assistance: 
(916)  369-0500 

From  within  the  United  States,  1-800-852-5711 
From  outside  the  United  States,  1-916-854-6500. 
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STATE  LAW:  39-21-101  through  39-21-119,  39-22-101  through  39-22-  803  CRS,  1973,  as 
amended. 

TAXPAYERS;  Colorado  income  tax  return  is  required  if  Federal  is  required. 

Part-year  residents:  If  Federal  return  is  required. 

Nonresidents.  With  Colorado  source  income.  If  Federal  return  is  required. 

FILING:  See  "TAXPAYERS"  Military  members  meeting  these  requirements  generally,  must 
file  a  Colorado  income  tax  return  although  tax  may  not  be  due. 

MILITARY  PROVISIONS:  (a)  Service  members  who  are  domiciliaries  (legal  residents)  of 
Colorado  and  maintain  an  abode  outside  Colorado  are  taxed  as  residents.  Colorado  uses  the 
military  "home  of  record"  to  determine  the  residency  unless  sufficient  evidence  is  submitted  to 
prove  otherwise,  (b)  Tax  liability  of  service  members  who  are  POW/MIA  (and  spouses)  is 
postponed  until  180  days  after  such  members  are  recovered;  (c)  Contributions  to  the  Retired 
Serviceman's  Family  Protection  Plan  (RSFPP)  and/or  Survivors'  Benefit  Plan  (SBP),  and  sick 
pay  exclusion  on  early  retirement,  are  treated  the  same  as  under  the  Internal  Revenue  Code;  (d) 
Disability  retirement  income  is  not  taxable.  The  military  retirement  exclusion  of  $2,000  has 
been  repealed  for  tax  years  beginning  on  or  after  January  1,  1989.  For  years  beginning  on  or 
after  January  1,  1989,  the  $20,000  pension  exclusion  may  only  be  claimed  by  retired  persons 
who  are  at  least  55  years  of  age  by  the  last  day  of  their  tax  year,  or  by  secondary  beneficiaries 
who  are  receiving  the  pension  because  of  death  of  the  person  who  earned  it. 

Any  income  excluded  for  Federal  income  tax  purposes  will  be  exempt  for  Colorado  purposes. 
Returns  are  due  at  the  same  time  as  Federal.  Colorado  law  no  longer  permits  deferred  filing  of 
income  tax  returns  by  military  personnel. 

DESERT  STORM  PROVISIONS;  Since  income  excluded  for  Federal  income  tax  purposes  is 
excluded  for  Colorado  purposes,  military  pay  received  while  serving  in  a  combat  zone  is  also 
excluded  from  income  in  Colorado.  Military  members  may  defer  filing  returns  and  paying  any 
tax  due  if  they  served  in  a  designated  combat  zone.  There  is  no  exemption  for  the  income  of  a 
military  member's  spouse  if  the  member  is  a  Colorado  resident,  or  if  the  income  is  earned  in 
Colorado. 


RESIDENTS:  The  term  "resident"  means:  (a)  Every  individual  who  is  in  Colorado  for  other 
than  temporary  or  transitory  purposes;  (b)  Every  individual  who  is  domiciled  in  Colorado,  (c) 
Every  individual  domiciled  within  Colorado  but  who  is  outside  the  State  for  a  temporary  or 
transitory  purpose.  A  person  who  is  a  resident  of  Colorado  does  not  terminate  the  residency 
upon  entering  the  United  States  Armed  Forces.  A  person  transferred  into  Colorado  under 
military  orders  is  not  deemed  to  be  a  resident  solely  because  of  such  transfer.  It  is  now  a 
requirement  that  a  husband  and  wife  who  file  a  joint  federal  return  must  file  a  joint  Colorado 
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return.  If  one  spouse  is  a  resident  and  the  other  is  not,  they  will  compute  their  joint  Colorado 
tax  under  the  nonresident  apportionment  rules. 

PART- YEAR  RESIDENTS:  Part-year  residents  are  required  to  file  a  Colorado  return  if  they 
are  required  to  file  a  federal  return  for  income  tax  purposes  and  if  they  have  taxable  income 
during  that  portion  of  the  year  they  were  a  Colorado  resident.  Part-year  residents  compute  a 
tentative  tax  as  though  they  were  full  year  residents  and  prorate  the  tax  in  the  ratio  of  modified 
federal  taxable  income  earned  during  that  part  of  the  year  they  were  a  Colorado  resident  to  the 
total  modified  federal  adjusted  gross  income. 

NONRESIDENTS;  Nonresidents  are  required  to  file  a  Colorado  return  if  they  are  required  to 
file  a  federal  return  and  if  they  have  Colorado-source  taxable  income  Nonresidents  compute  a 
tentative  tax  as  though  they  were  full  year  residents  and  prorate  the  tax  in  the  ratio  of 
Colorado-source  modified  federal  adjusted  gross  income  over  the  total  modified  federal 
adjusted  gross  income. 

RATES;  Colorado  tax  is  now  5%  of  modified  federal  taxable  income. 

NOTE:  The  tax  table  is  for  taxable  incomes  up  to  $50,000 

INCOME;  Income  reported  on  the  Federal  tax  return  must  be  reported  to  Colorado,  with  the 
following  modifications: 

Subtract  —  (a)  Federal  bond  interest;  (b)  All  pension  and  annuity  income  up  to  $20,000  per 
taxpayer,  if  55  years  of  age  or  older. 

Beginning  in  1992,  state  tax  deducted  must  be  added  back. 

Beginning  in  1993,  state  tax  refunds  may  be  deducted. 

Add  "  Non-Colorado  municipal  bond  interest. 

NOTE.  There  is  now  an  alternative  minimum  tax. 

DEDUCTIONS  AND  EXEMPTIONS:  As  the  Colorado  tax  is  imposed  on  modified  federal 
taxable  income,  the  federal  deductions  and  exemptions  are  allowed  for  Colorado  purposes.  In 
the  case  of  part-year  residents  or  nonresidents,  the  proranng  of  the  tentative  tax  allows  a 
deduction  for  the  same  percentage  of  federal  deductions  and  exemptions.  For  example,  if  your 
federal  taxable  income  is  20%  taxable  by  Colorado,  you  will  get  the  benefit  of  20%  of  your 
federal  deductions  and  exemptions. 

CREDITS.  Residents  receive  credit  for  income  taxes  paid  to  other  states,  subject  to  certain 
limitations. 

PAYMENTS:  Return  and  tax  due  15  April.  Colorado  Form  104PN  is  for  use  by  both 
part-year  residents  and  nonresidents.  Estimated  tax  returns  are  required  if  future  tax  not 
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withheld  IS  expected  to  exceed  $1,000.  Estimated  tax  payments  are  due  in  four  equal 
installments  on  15  April,  June,  September,  and  January.  Delinquent  payment  penalty  is  5%  of 
the  balance  of  tax  due  for  the  first  month  plus  1/2%  for  each  additional  month,  not  exceeding 
12%,  in  the  aggregate.  If  both  penalties  apply,  then  only  the  larger  will  be  asserted.  Minimum 
penalty  is  S5.  As  of  January  1,  1994,  interest  charged  on  delinquent  will  be  6%  per  annum. 
Colorado  has  no  provision  for  forgiveness  of  past  unpaid  taxes  upon  voluntary  filing  of  a 
current  return  by  military  members.  However,  the  Department  of  Revenue  does  have  the 
authonty  to  compromise  the  total  amount  of  tax,  penalty,  and  interest  due.  Once  all  delinquent 
returns  are  filed  and  the  total  amount  due  is  determined,  any  reasonable  offer  of  a  compromise 
settlement  will  be  considered. 

SPECIAL  PROVISIONS:  For  the  1992  tax  year,  each  taxpayer's  form  contains  designations 
for  contnbutions  to  the  Colorado  Nongame  Wildlife  Program,  the  Colorado  Domestic  Abuse 
Program,  the  Homeless  Prevention  Activities  Fund,  Action  Older  American  Volunteer 
Program,  through  a  decrease  in  refund  or  increase  in  payment  due. 

RETIREMENT  INCOME;  The  case  of  Davis  v.  Michigan  Department  of  Revenue.  489  U.S. 
803,  103  L.Ed.2d  891  (1989),  concerning  the  taxation  of  federal  retirements,  affected  the 
application  of  Colorado  law.  Regarding  the  military  retirement  exclusion.  District  Courts  in 
both  Denver  and  Colorado  Springs,  and  the  Colorado  Supreme  Court  have  found  against  the 
state.  The  Colorado  courts  held  that  military  retirement  is  a  pension,  and  subject  to  equal 
treatment  with  state  pensions.  Furthermore,  the  Colorado  courts  ruled  the  state  must  pay 
refunds  to  eligible  military  retirees.  Such  retirees  should  contact  the  state  Department  of 
Revenue  for  information  on  obtaining  a  refund. 

NOTES:  Colorado  has  gone  to  a  6  month  automatic  paperless  extension  as  long  as  90%  of  the 
tax  is  paid  by  April  15th. 

TAX  AUTHORITY:  State  of  Colorado,  Department  of  Revenue,  1375  Sherman  Street, 

Denver,  Colorado  80261.  Area  Code  (303)  534-1209  or  toll  free  in  Colorado,  1-800-332-2087. 

TO  ORDER  FORMS:  Send  a  wntten  request  to  the  above  address,  with  "Forms  Request" 
written  on  the  envelope.  To  order  by  phone,  call  (303)  534-1408,  or  in-state  800-332-2086. 
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STATE  LAW:  General  Statutes  of  Connecticut,  Title  12,  Chapter  224,  as  amended. 

TAXPAYERS:  Taxpayer  is  defined  as  husband  and  wife  both  of  whom  are  residents  of 
Connecticut  and  who  file  for  the  tax  year  a  single  Federal  income  tax  return  jointly;  and  each 
and  every  other  individual  resident  who  has  earnings  subject  to  tax.  Fiduciaries  are  liable  for 
the  filing  of  the  decedents  tax  return.  Nonresidents  with  Connecticut  source  income  and 
part-year  residents  with  Connecticut  source  income  must  include  income  from  business,  trade, 
occupation  etc. 

FILING:  Returns  and  payment  of  any  tax  owed  due  by  April  15.  Marned  residents  will  be 
required  to  file  a  joint  return,  if  they  filed  a  joint  Federal  Income  Tax  return.  If  separate 
returns  are  filed  for  Federal  Income  Tax  purposes,  they  must  also  be  filed  for  state  taxes. 

INCOME:  Connecticut  adjusted  gross  income  is  defined  as  federal  adjusted  gross  income  with 
Connecticut  modifications. 

Additions:  Additions  to  federal  adjusted  gross  income  include:  (1)  interest  from  obligations 
issued  by  or  on  behalf  of  any  other  state  or  political  subdivision  thereof;  (2)  any 
exempt-interest  dividends  derived  from  obligations  issued  by  or  on  behalf  of  any  other  state  or 
political  subdivision,  (3)  any  interest  or  dividend  income  on  obligations  or  secunties  of  any 
authonty,  commission  or  instrumentality  of  the  United  States  that  federal  law  exempts  from 
federal  income  tax  but  does  not  exempt  from  State  income  tax;  and  (4)  an  amount  equal  to  the 
ordinary  income  portion  of  a  lump  sum  distribution  that  was  excluded  from  federal  adjusted 
gross  income. 

Subtractions;  Subtractions  from  federal  adjusted  gross  income  include.  (1)  income  with 
respect  to  which  taxation  by  any  state  is  prohibited  by  federal  law;  (2)  exempt  dividends  paid 
by  a  regulated  investment  company;  (3)  any  amount  received  or  accrued  under  Sec.  82  of  the 
Internal  Revenue  Code  (reimbursement  for  moving  expenses);  (4)  the  amount  of  any  refund  or 
credit  for  overpayment  of  income  taxes  imposed  by  any  state  or  political  subdivision  or  the 
Distnct  of  Columbia  or  any  province  of  Canada;  (5)  any  tier  1  railroad  retirement  benefits;  and 
(6)  with  respect  to  any  natural  person  who  is  a  shareholder  of  an  S-corporation  that  is  carrying 
on  business  in  Connecticut,  the  amount  of  such  shareholder's  pro  rata  share  of  such 
corporation's  non-separately  computed  items  multiplied  by  such  corporation's  apportionment 
fraction. 

WITHHOLDING.  The  State  of  Connecticut  requested  the  military  finance  centers  to  begin 
withholding  of  income  from  Connecticut  residents,  effective  1  October  1991.  However, 
without  an  agreement  between  the  Secretary  of  the  U  S.  Treasury  and  the  State  of  Connecticut, 
the  finance  centers  could  not  start  withholding.  Withholding  for  Connecticut  residents  in  the 
Air  Force  will  begin  in  January  1992.  Military  members  who  are  Connecticut  residents  are  still 
liaole  for  the  income  tax,  even  though  there  was  no  withholding  during  1991,  depending  on  the 
length  of  time  they  lived  in  Connecticut  during  1991  and  whether  they  maintained  a  residence 
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within  the  state  during  1991.  Members  with  a  Connecticut  home  of  record  may  exempt 
themselves  from  state  income  tax  withholding  by  filing  a  Connecticut  exemption  form  (CT-W4) 
or  a  DD  Form  2058-1  with  their  base  finance  office.  Connecticut  will  still  expect  all  members 
with  a  legal  residence  in  Connecticut  to  file  a  state  tax  return,  even  if  they  have  declared 
themselves  exempt  from  withholding. 

DEDUCTIONS:  None  permitted,  but  see  EXEMPTIONS  and  CREDITS  below. 

EXEMPTIONS  AND  CREDITS;  See  attached  table  for  1992. 

DELINQUENT  FILING:  There  is  no  statutory  authority  for  waiving  the  requirement  for  filing 
delinquent  returns.  The  waiver  of  any  penalties  is  decided  on  an  individual  basis.  If  the 
circumstances  justify,  a  time  payment  plan  may  be  arranged. 

Ordinary  gains  reported  on  Federal  Form  4797  are  taxable  if  they  are  m  excess  of  the  statutory 
exemption. 

MILITARY  PROVISIONS;  See  IP  92(2)  - 

DEPARTMENT  OF  REVENUE  SERVICES  -  INCOME  TAX  INFORMATION  FOR 
MILITARY  PERSONNEL  AND  VETERANS 

Introduction:  In  February  1992,  the  Department  issued  Informational  Publication:  IP  92  (2) 
to  explain  the  application  of  Connecticut  income  tax  to  military  personnel.  IP  92  (2.1)  has 
been  revised  for  taxable  years  beginning  on  or  after  January  1,  1992. 

Purpose:  If  you  are  a  member  of  the  armed  forces  in  active  service,  you  may  have  some 
questions  about  filing  a  Connecticut  income  tax  return. 

This  publication  explains  who  is  a  Connecticut  resident  and  who  is  a  Connecticut  nonresident. 

It  also  explains  how  to  file  a  Connecticut  income  tax  return. 

In  general,  a  resident  is  anyone  who  is  domiciled  in  Connecticut.  However,  a  person 
domiciled  in  Connecticut  who  meets  certain  conditions  may  be  a  nonresident  for  Connecticut 
income  tax  purposes. 

Domicile  and  Permanent  Place  of  Abode: 

To  determine  your  resident  status  for  state  income  tax  purposes,  you  have  to  consider  where 
your  domicile  was  and  where  you  maintained  a  permanent  place  of  abode  during  the  taxable 
year. 

Your  domicile  is  the  place  that  you  intend  to  have  as  your  permanent  home.  It  is  the  place 
you  intend  to  return  to  whenever  you  may  be  away.  For  income  tax  purposes,  your  domicile 
is  the  state  where  your  permanent  home  is  located. 
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You  can  have  only  one  domicile.  Your  domicile  does  not  change  until  you  move  to  a  new 
location  and  definitely  intend  to  make  your  permanent  home  there  If  you  move  to  a  new 
location  but  intend  to  stay  there  only  for  a  limited  amount  of  time  (no  matter  how  long),  your 
domicile  does  not  change.  Military  assignments  do  not  generally  affect  your  domicile 

A  permanent  place  of  abode  is  a  residence  (a  building  or  structure  where  a  person  can  live) 
that  you  permanently  maintain,  whether  or  not  you  own  it,  and  usually  includes  a  residence 
your  husband  or  wife  owns  or  leases.  A  place  of  abode  is  not  permanent  if  you  maintain  it 
only  during  a  temporary  or  limited  period  of  time  for  a  particular  purpose  (e  g  a  temporary 
duty  assignment). 

Barracks,  quarters  on  a  ship  or  any  structure  that  contains  only  bachelor-type  quarters  and  not 
facilities  ordinarily  found  in  a  dwelling,  such  as  facilities  for  cooking  and  bathing,  will 
generally  not  qualify  as  a  permanent  place  of  abode. 

Resident  and  Nonresident  Defined: 

A  resident  is  anyone  who  is  domiciled  in  Connecticut  qr  who  is  domiciled  elsewhere  but 
maintained  a  permanent  place  of  abode  in  Connecticut  and  spent  more  than  1 83  days  in 
Connecticut  in  the  taxable  year. 

If  your  domicile  was  Connecticut  when  you  entered  the  military,  your  domicile  does  not 
change  unless  you  have  voluntarilv  abandoned  your  Connecticut  domicile,  established  a  new 
domicile  in  another  state,  and  taken  necessary  actions  to  change  your  legal  home  of  record 
with  the  armed  forces.  You  are  a  resident  and  must  file  a  resident  return  and  pay  any  tax  due 
unless  you  meet  all  three  of  the  following  conditions  for  the  enhre  taxable  year: 

1 .  You  did  not  maintain  any  permanent  place  of  abode  in  Connecticut; 

and 

2.  You  maintained  a  permanent  place  of  abode  outside  Connecticut, 

and 

3.  You  spent  30  days  or  less  in  Connecticut. 

Example  1: 

Steve  was  a  resident  of  Connecticut  when  he  joined  the  Army  and  has  not  established  a  new 
domicile.  He  does  not  maintain  a  permanent  place  of  abode  in  Connecticut.  He  visited  his 
parent's  home  in  Connecticut  for  only  two  weeks  in  the  taxable  year.  He  lives  m 
bachelor-type  housing  at  his  permanent  duty  assignment  in  Texas. 

Steve  is  a  resident  for  Connecticut  income  tax  purpose  because  bachelor-type  housing  does  not 
qualify  as  a  permanent  place  of  abode. 


26 


CONNECTICUT  -  1993 


Example  2: 

Moira  was  a  Connecticut  resident  when  she  entered  the  Navy  and  has  not  changed  her  resident 
status  with  the  military.  Her  permanent  duty  assignment  is  San  Diego,  California.  For  all  of 
the  taxable  year  she  rented  an  apartment.  She  did  not  visit  Connecticut  in  the  taxable  year 
and  she  does  not  have  a  permanent  place  of  abode  in  Connecticut. 

Moira  was  a  nonresident  for  the  taxable  year.  An  apartment  or  house  rented  owned  for  the 
entire  taxable  year  at  a  permanent  duty  assignment  qualifies  as  permanent  place  of  abode 
outside  the  state. 

Example  3: 

Same  facts  as  in  Example  2  but  in  the  next  year,  Moira  is  temporarily  assigned  to  a  naval  base 
in  Flonda  for  advanced  training.  She  gives  up  her  apartment  in  San  Diego  and  rents  a  house 
near  the  base  in  Flonda. 

Moira  IS  a  Connecticut  resident  in  that  taxable  year.  A  place  of  abode  is  not  permanent  if  it  is 
maintained  only  during  a  limited  or  temporary  period  or  for  a  particular  purpose. 

If  you  meet  all  three  conditions,  you  are  a  nonresident  of  Connecticut  for  the  taxable  year 
and  do  not  have  to  file  a  resident  income  tax  and  may  have  to  file  a  nonresident  income  tax 
return.  Read  the  next  section  for  further  information  on  the  nonresident  tax. 

Nonresident  Members  of  the  Armed  Forces: 

If  your  domicile  was  not  Connecticut  when  you  entered  the  military  and  you  were  later 
assigned  to  active  duty  in  Connecticut,  you  do  not  become  a  Connecticut  resident  even  if  you 
maintain  a  permanent  place  of  abode  here.  You  are  a  nonresident  and  your  military 
compensation  is  not  subject  to  Connecticut  income  tax. 

However,  other  income  that  you  receive  from  Connecticut  sources  while  you  are  a  nonresident 
may  be  subject  to  tax.  If  you  have  a  civilian  job  in  Connecticut  during  your  off-duty  hours, 
the  income  you  receive  is  subject  to  state  income  tax.  Income  or  gain  received  by  a 
nonresident  from  property  located  in  Connecticut  or  from  a  business,  trade  or  profession 
earned  on  in  this  state  is  also  subject  to  tax. 

The  spouse  of  someone  in  the  military  may  be  considered  a  resident  of  Connecticut  even  if  he 
or  she  is  domiciled  in  another  state.  If  the  spouse  has  a  permanent  place  of  abode  in 
Connecticut  and  spends  more  than  183  days  in  the  state  in  the  taxable  year,  he  or  she  is  a 
resident  for  Connecticut  income  tax  purposes. 
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Example  4: 

Bob  and  sue  are  domiciled  in  Flonda.  Bob  enlisted  m  the  Navy  m  Florida,  was  stationed  in 
Groton.  Connecticut  and  moved  here  with  Sue,  his  wife.  They  lived  here  for  8  months  in  the 
taxable  year.  He  earned  $38,000  in  military  pay. 

A.  They  had  no  other  income.  Military  personnel  are  residents  of  the  state  in  which  they 
resided  when  they  enlisted.  Since  Bob  resided  and  enlisted  in  Florida,  he  is  not  considered  a 
resident  of  Connecticut  and  does  not  have  to  file  a  Connecticut  return. 

B.  Bob  had  a  part<timc  civilian  job  in  Connecticut  from  which  he  earned  $10,000.  His 

civilian  income  is  Connecticut  source  income  is  Connecticut  source  income  and  is  subject  to 
Connecticut  income  tax  He  must  file  Form  CT-1040NR/PY,  Connecticut 
Nonresident/Part- Year  Resident  Return 

C.  Sue  had  $29,000  in  wage  income  and  $1,000  in  interest  income  for  the  taxable  year. 

Because  she  has  lived  in  Connecticut  for  more  than  183  days  in  the  taxable  year,  she  is  a 
resident  and  must  file  Form  CT-1040,  Connecticut  Resident  Income  Tax  Return,  and  report  all 
her  income  whether  or  not  it  is  from  a  Connecticut  source. 

Example  5: 

John  IS  domiciled  in  Connecticut  but  he  is  stationed  in  Texas  and  meets  all  three  conditions  of 
Connecticut  nonresidency.  He  sold  property  in  Connecticut  during  the  taxable  year  on  which 
he  recognized  a  coital  gain.  He  must  file  a  nonresident  return.  Form  CT-1040NR/PY, 
because  income  from  the  sale  of  property  in  the  state  is  Connecticut  source  income. 

Part* Year  Residents: 

If  you  change  your  domicile  from  Connecticut  or  to  Connecticut  during  the  taxable  year,  you 
are  a  part-year  resident  for  the  taxable  year.  A  part-year  resident  is  subject  to  tax  on  all 
income  earned  during  the  resident  portion  of  the  year  and  on  income  from  Connecticut  sources 
during  the  remainder  of  the  year. 

For  more  information  about  Connecticut  nonresident  and  part-year  resident  income  tax,  order 
Form  CT- 1 040NR/PY,  Connecticut  Nonresident/Part-Year  Resident  Income  Tax  Return,  by 
calling  the  number  for  forms  listed  on  the  last  page  of  this  publication.  State  tax  forms  are 
also  available  in  town  libraries,  many  banks  and  post  offices  in  Connecticut. 
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Resident  Members  of  the  Armed  Forces: 

If  you  are  a  Connecticut  resident  in  the  military  and  you  meet  either  of  the  following 
conditions  for  a  taxable  year  beginning  on  or  after  January  1,  1992,  you  must  file  a  resident 
return  using  Form  CT-I040  or  Form  CT-1040EZ: 

o  You  had  Connecticut  income  tax  withheld  or  made  estimated  state  income  tax  payments, 

9L 

o  Your  federal  gross  income  (plus  any  income  that  is  federally  exempt,  but  subject  to 
Connecticut  income  tax)  exceeds. 

S  12,000  for  a  Single  person  or  a  Married  person  filing  separately 

S19,000  for  a  Head  of  Household  $24,000  for  Mamed  persons  filing  jointly. 

Taxability  of  Military  Pay  for  Residents: 

If  you  are  a  Connecticut  resident,  your  military  pay  or  your  military  pension  is  subject  to 
Connecticut  income  tax  to  the  same  extent  that  it  is  taxable  for  federal  income  tax  purposes. 

Disability  pensions  and  any  other  benefits  granted  for  the  relief  of  injuries  or  disabled 
veterans,  as  well  as  tuition  payments,  subsistence  allowances  and  any  other  benefits  paid  to,  or 
on  account  of,  a  veteran  or  beneficiary  under  the  laws  relating  to  veterans,  are  treated  the 
same  for  Connecticut  income  tax  purposes  as  for  federal  income  tax  purposes.  If  these 
amounts  are  excludable  from  gross  income  for  federal  income  tax  purposes,  they  are  not 
subject  to  Connecticut  income  tax. 

Withholding  and  Payment  of  Estimated  Income  Tax: 

If  you  are  a  Connecticut  resident,  your  military  pay  is  subject  to  withholding  of  Connecticut 
income  tax.  You  should  complete  Form  CT-W4  and  provide  it  to  your  military  finance 
officer.  However,  if  you  will  meet  the  conditions  for  nonresident  status  in  the  taxable  year, 
you  can  request  that  no  Connecticut  income  tax  be  withheld  from  your  pay  by  checking  the 
exemption  box  on  Form  CT-W4  and  filing  it  with  your  military  finance  officer.  Do  not  send 
Form  CT-W4  to  the  Department  of  Revenue  Services.  Form  CT-W4  is  available  from  your 
military  finance  officer. 

If  you  expect  to  owe  more  than  $200  in  Connecticut  income  tax  after  subtracting  Connecticut 
income  tax  after  subtracting  Connecticut  income  tax  withheld  during  the  taxable  year,  you 
should  make  estimated  income  tax  payments  or  increase  your  Connecticut  income  tax 
withholding.  Request  Information  Publication:  IP  92  (9),  Is  My  Connecticut  Withholding 
Correct?,  or  IP  92  (5.2),  Estimated  Income  Taxes  for  1993.  Estimated  income  tax  payments 
are  made  using  Form  CT-1040ES,  1993  Individual  Estimated  Income  Tax  Coupon. 
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Requesting  a  Refund: 

If  you  are  domiciled  in  Connecticut  but  meet  ail  three  conditions  for  nonresidency,  your  must 
file  Form  CT-1040NR/PY  to  claim  a  refund  of  Connecticut  income  tax  withheld  in  error.  You 
must  attach  an  explanation  that  contains  the  following. 

1 .  A  statement  that  you  did  not  have  a  permanent  place  of  abode  in  Connecticut  during  the 
taxable  year; 

and 

2.  The  location  and  a  brief  descnption  of  the  permanent  place  of  abode  you  maintained  outside 
Connecticut  and  the  beginning  and  ending  dates  of  your  stay  there, 

and 

3.  The  exact  number  of  days  you  were  in  Connecticut  dunng  the  taxable  year. 

If  you  are  a  resident  you  must  file  Form  CT-1040  or  Form  CT-1040EZ  if  the  amount 
withheld  from  your  pay  or  the  amount  paid  in  estimated  tax  is  more  than  the  Connecticut 
income  tax  you  owe.  (Nonresidents  file  Form  CT-1040NR/PY  to  claim  a  refund  under  these 
circumstances.) 

When  to  File  Your  Return: 

As  a  member  of  the  armed  force  you  must  Hie  your  Connecticut  return  at  the  same  time  and 
in  the  same  manner  as  any  other  taxpayer.  File  your  return  as  soon  as  you  can  after  the  end 
of  the  taxable  year,  but  no  later  than  April  1 5,  of  the  following  year.  (If  you  file  for  a  fiscal 
year,  your  return  is  due  by  the  1  Sth  day  of  the  fourth  month  following  the  end  of  your  fiscal 
year.) 

Extension  of  Time  to  File  Returns: 

If  you  caimot  meet  the  April  15  deadline  and  need  to  extend  the  time  for  filing  your  return, 
you  must  use  Form  CT-1040EXT,  Application  for  Extension  of  Time  to  File  Connecticut 
Income  Tax.  The  time  to  file  your  return  will  be  extended  six  months.  File  Form 
CT1040EXT  on  or  before  the  due  date  for  filing  your  return  to  get  an  extension  of  time  to  file. 
Your  Form  CT-1040EXT  must  be  accompanied  by  a  full  payment  of  tax  due.  Penalty  of  10% 
of  the  underpayment  and  1-1/4%  per  month  (or  fraction  thereof)  will  apply  to  underpayment  of 
tax. 

If  you  are  stationed  in  a  foreign  country  when  your  return  is  due,  even  though  you  have  an 
automatic  extension  for  federal  income  tax  purpose,  you  must  file  Form  CT-1040EXT 

If  you  are  serving  in  a  combat  zone  when  your  return  is  due  or  your  are  hospitalized  as  a 
result  of  your  military  service  in  the  combat  zone,  you  are  allowed  six  months  from  the  date 
you  leave  the  combat  zone  or  are  released  from  hospitalization  to  file  your  Connecticut 
income  tax  return  without  interest  or  penalty  You  do  not  have  to  request  an  extension  of  time 
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to  file  your  rettim.  Just  attach  to  your  return  a  statement  showing  your  dates  of  combat 
service  or  hospitalization. 

Death  of  Military  Personnel: 

When  a  member  of  the  military  dies  while  on  active  duty  in  a  combat  zone  or  as  a  result  of 
injuries  received  while  serving  in  a  combat  zone,  all  income  taxes  are  waived  for  the  taxable 
year  of  the  death  and  for  any  prior  taxable  year  ending  on  or  after  the  first  day  the  deceased 
served  in  that  combat  zone.  No  income  tax  returns  have  to  be  filed  for  the  deceased  or  the 
estate  for  these  years. 

If  the  deceased  paid  any  tax  while  in  the  combat  zone,  the  full  amount  of  the  tax  paid  will  be 
refunded  to  the  estate  or  serving  spouse  provided  a  return  is  filed  to  claim  the  refund.  If  any 
tax  was  assessed  but  not  paid,  the  assessments  will  be  canceled. 

FOR  INFORMATION:  Call  1-800-382-9463  (IN-STATE)  203-297-4911 

TAX  AUTHORITY;  State  of  Connecticut,  Commissioner  of  Revenue  Services,  92  Farmington 
Avenue,  Hartford,  Connecticut  06105.  (203)  297-5650 

ADDRESS  FOR  TAX  FORMS:  Cormecticut  Department  of  Revenue  Service, 

92  Farmington  Avenue,  Hartford,  CT.  06105  203-297-4753 
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TAX  CALCULATION  SCHEDULE 


1,  Enter  CONNECTICUT  ar.|  iFram  CT-lOen  Lme  5:  CT-1040E2.  Une  3  or  CT-1040NR/PY,  Line  7) 

1 

2  Personal  Exemption  (From  Table  A  -  Exemptions) 

2 

3  Connecticut  Taxable  Inravna  (Subtract  Line  2  from  Une  1  •  If  less  than  0.  enter  0) 

3 

4  Connecticut  Income  Tax  -  (Une  3  x  .045) 

4 

5.  Enter  Credit  \  from  Table  B  -  Personal  Tax  Credits  (0.75,  0.35,  0.15,  0.10) 

5 

. 

6  Multiply  the  amount  on  Une  4  bv  the  oereantaat  on  Line  5 

6 

7.  INCOIII  TAX  (Subtract  Une  6  from  Une  4) 

Eirtar  thM  Mourrt  on  CT-ftMO,  Une  «;  Cr-f040£Z  Une  4  or  CT-KMONR/Pr,  Ukte  • 

7 

TABLI  A  •  IXIMPTIONS 

Use  your  filing  status  shown  on  the  fnxit  of  your  tax  return  and  your  CONNECTICUT  AGI  (From  Line  1  above)  to  determine  your  eiemption. 


SInalc/MarTtod  FlUna  SaMrataly 

Haad  af  HauaaheW 

CONNECTICUT  Ml 

exemption 

CONNECTICUT  AGI 

EXEMPTION 

CONNECTICUT  AGI 

EXEMPTION 

MORE  THAN 

LESS  THAN 

OR  EQUAL  TO 

MORE  THAN 

LESS  THAN 

OR  EQUAL  TO 

MORE  THAN 

LESS  THAN 

OR  EQUAL  TO 

$  0 

$24,000 

$12,000 

$  0 

$38,000 

$19,000 

$  0 

$48,000 

$24,000 

$24,000 

$25,000 

$11,000 

$38,000 

$39,000 

$18,000 

$48,000 

$49,000 

$23,000 

$25,000 

$26,000 

$10,000 

$39,000 

$40,000 

$17,000 

$49,000 

$50,000 

$22,000 

$26,000 

$27,000 

$  9,000 

$40,000 

$41,000 

$16,000 

$50,000 

$51,000 

$21,000 

$27,000 

$28,000 

$  8,000 

$41,000 

$42,000 

$15,000 

$51,000 

$52,000 

$20,000 

$28,000 

$29,000 

$  7,000 

$42,000 

$43,000 

$14,000 

$52,000 

$53,000 

$19,000 

$29,000 

$30,000 

$  6,000 

$43,000 

$44,000 

$13,000 

$53,000 

$54,000 

$18,000 

$30,000 

$31,000 

$  5,000 

$44,000 

$45,000 

$12,000 

$54,000 

$55,000 

$17,000 

$31,000 

$32,000 

$  4,000 

$45,000 

$46,000 

$11,000 

$55,000 

$56,000 

$16,000 

$32,000 

$33,000 

$  3,000 

$46,000 

$47,000 

$10,000 

$56,000 

$57,000 

$15,000 

$33,000 

$34,000 

$  2,000 

$47,000 

$48,000 

$  9,000 

$57,000 

$58,000 

$14,000 

$34,000 

$35,000 

$  1,000 

$48,000 

$49,000 

$  8,000 

$58,000 

$59,000 

$13,000 

$35,000 

and  up 

$  0 

$49,000 

$50,000 

$  7,000 

$59,000 

$60,000 

$12,000 

$50,000 

$51,000 

$  6,000 

$60,000 

$61,000 

$11,000 

$51,000 

$52,000 

$  5,000 

$61,000 

$62,000 

$10,000 

$52,000 

$53,000 

$  4,000 

$62,000 

$63,000 

$  9,000 

$53,000 

$54,000 

$  3,000 

$63,000 

$64,000 

$  8,000 

1 

$54,000 

$55,000 

$  2,000 

$64,000 

$65,000 

$  7,000 

1 

$55,000 

$56,000 

$  1,000 

$65,000 

$66,000 

$  6,000 

! 

$56,000 

and  up 

$  0 

$66,000 

$67,000 

$  5,000 

$67,000 

$68,000 

$  4,000 

$68,000 

$69,000 

$  3,000 

$69,000 

$70,000 

$  2,000 

$70,000 

$71,000 

$  1,000 

$71,000 

and  up 

$  0 

TABUE  B  -  PBRSONAL  TAX  CREDITS 

Use  your  filing  status  shown  on  the  front  of  this  return  and  your  CONNECTICUT  AGI  (From  Line  1  above)  to  determine  your  credit  %.  Enter  this 
percentage  on  Line  5. 


'  Slngla/Marrlad  Filing  Baparataly 

Head  of  HouoahoM 

Married  Rling  JelntlyfQuallfylng  Widowferl 

'  CONNECTICUT  AGI 

CREDIT  % 

CONNECTICUT  AGI 

CREDIT  % 

CONNECTICUT  AGI 

CREDIT  % 

f  more  than 

1 

LESS  than 

OR  equal  to 

MORE  than 

LESS  THAN 

OR  EQUAL  TO 

MORE  THAN 

LESS  THAN 

OR  equal  to 

! 

j 

1  $12,000 

$15,000 

75% 

$19,000 

$24,000 

75% 

$24,000 

$30,000 

75% 

1  $15,000 

«20.000 

35% 

$24,000 

$34,000 

35% 

$30,000 

$40,000 

35% 

,  $20,000 

$25,000 

15% 

$34,000 

$44,000 

15% 

$40,000 

$50,000 

15% 

1  $25,000 

$48,000 

10% 

$44,000 

$74,000 

10% 

$50,000 

$96,000 

10% 

I  $48,000 

and  up 

0% 

$74,000 

and  up 

0 

$96,000 

and  up 

0 

KEEP  THIS  WORKSHEET  FOR  YOUR  RECORDS 
DO  NOT  ATTACH  TO  YOUR  TAX  RETURN 

aiCACKS 

F  8  93 
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intangible  property  and  of  real  property  and  tangible 
personal  property  situated  m  Connecticut.  Nonresidents 
are  taxed  on  gifts  of  real  and  tangible  personal  property 
situated  in  Connecticut.  In  general,  gifts  made  to  any 
particular  donee  are  not  subject  to  the  Connecticut  gift 
tax  unless  the  value  of  all  gifts  to  such  donee  during 
the  calendar  year  exceeds  $10,000.  The  tax  is 
computed  on  the  fair  market  value  of  the  property  that 
was  given.  The  donor  is  liable  for  the  tax,  but  if  the 
donor  does  not  pay  the  tax,  it  may  be  collected  from 
the  donee.  The  tax  is  reponed  on,  and  paid  upon  the 
filing  of  Form  CT-709,  Connecticut  Gift  Tax  Return. 
The  return  must  be  filed  by  April  15,  1994  for  all  gifts 
made  during  1 993. 


Assistance  is  available  between  8:30  a.m.  -  4:30  p.m.  by 
calling  or  visiting  any  of  the  Department's  offices  listed 
below. 

Hartford  -  92  Farmington  Ave.,  566-7033 
Bridgeport  -  1470  Bamum  Ave.,  579-6251 
Hamden  -  2105  State  St,  789-7516 
Norwich  -  2  Cliff  St,  889-2669 
Waterbury  -  24  Wooster  Ave.,  596-4310 

If  you  visit  be  sure  to  bring  along: 

1 )  Your  state  copy  of  your  federal  Form  W-2 

and 

2)  Your  completed  federal  income  tax  return 


WHERE  TO  GET  HELP 
AND  ADDITIONAL  FORMS 


The  Department  of 
Revenue  Services 
Taxpayer  Services 
Division  can  help  answer  questions  you  may  have  on  how 
to  complete  your  Connecticut  tax  return.  Taxpayer 
Services  may  be  reached  from  8:30  a.m.  -  4:30  p.m., 
Monday  through  Friday,  by  calling  203-566-7033  or 
1-800-382-9463  (in-state).  TDD/TT  users  can  call 
203-297-4911. 


You  may  also  call  CONN-TAX  at  203-566-7033  or 
1  -800-382-9463  (in-state)  24  hours  a  day  to  listen  to 
prerecorded  income  tax  information  if  you  have  a 
touch-tone  telephone. 


Forms  and  Publications 

State  income  tax  forms  may  be  obtained  at  the  following 
locations  in  addition  to  those  listed  above:  most  banks, 
public  libraries,  and  town  halls. 

If  you  have  a  fax  machine,  state  tax  forms  may  be 
obtained  by  calling  Tax-Fax,  203-297-5698,  24  hours  a 
day. 

State  tax  forms  may  also  be  obtained  by  writing  to:  DRS, 
Forms  Unit,  92  Farmington  Avenue,  Hartford,  Connecticut 
06105,  or  by  calling  203-566-7033  or  1-800-382-9463 
(in-state)  24  hours  a  day. 


GENERAL  INFORMATION 


FILING  VPS  TO  SPEED  YOUR  REFUND 


The  Department  of  Revenue  Services  will  issue  refund 
checks  as  quickly  as  pos  .ible  for  error  free  returns.  An 
incomplete  or  incorrectly  prepared  return  can  delay  or 
reduce  your  income  tax  refund.  The  following  tips  will  help 
us  to  get  your  refund  to  you  as  quickly  as  possible. 

1 .  File  the  appropriate  form  for  your  tax  situation  Use 
Form  CT-1040NR/PY  if  you  were  a  nonresident  of 
Connecticut  and  received  Connecticut-source  income  in 
1  993  or  if  you  moved  into  or  out  of  Connecticut  in 
1  993.  (See  "Am  I  A  Resident,  Part-Year  Resident  or 
Nonresident?"  on  page  4  of  this  booklet.) 

2  Be  sure  to  check  the  correct  filing  status. 

3  Make  sure  a  legible  state  copy  of  all  federal  Forms  W-2 
(Wages)  and  any  W-2G  (Winnings),  1099-R  (Pensions) 
or  other  forms  showing  Connecticut  income  tax 
withheld  IS  attached  to  your  Connecticut  return. 

4.  Be  sure  to  sign  your  return  upon  completion.  If  you  and 
your  spouse  are  filing  jointly,  both  of  you  must  sign 

5  Be  sure  your  paid  preparer  signs  the  return 

6.  Be  sure  to  use  the  preprinted  label  if  one  is  included 
with  this  booklet.  The  information  on  this  label  will  help 
us  process  your  return  and  refund  more  quickly. 

If  you  are  not  using  a  preprinted  label,  be  sure  to  include 
your  name(s),  mailing  address  and  social  security 
number(s)  m  the  name  and  address  section  of  your  return 


7.  Be  sure  to  use  the  correct  mailing  envelope  when  filing 
your  return.  One  envelope  is  for  refund  requests.  The 
other  is  for  payments  or  returns  with  no  additional  tax 
due. 

8.  Be  sure  that  both  you  and  your  spouse  file  your  income 
tax  returns  at  the  same  time  if  you  filed  joint  estimated 
tax  payments  but  elected  to  file  separate  income  tax 
returns.  No  refund  will  be  processed  until  both 
Connecticut  returns  are  received. 


WHO  MUST  FILE  FORM  CT-1040NR/PY? 


You  are  required  to  file  a  Connecticut  income  tax  return  if 
you  were  a  nonresident  or  part-year  resident  in  1  993  and 
any  of  the  following  is  true  for  the  1 993  taxable  year: 

1  You  had  Connecticut  income  taxes  withheld; 

01 

2.  You  made  estimated  tax  payments  to  Connecticut; 

or 

3.  You  were  a  part-year  resident  who  meets  the  Gross 
Income  Test  or  who  had  a  Federal  Alternative  Minimum 
Tax  liability; 

or 

4.  You  were  a  nonresident  with  Connecticut-source 
income  who  meets  the  Gross  Income  Test  or  who  had 
a  Federal  Alternative  Minimum  Tax  Liability.  (See 
"Connecticut-Source  Income  of  a  Nonresident"  on 
page  5  of  this  booklet  I 


Page  3 
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The  Gross  Income  Test 

You  meet  the  gross  income  test  if  your  gross  income  for 
1993  exceeds: 

$  1 2,000  for  a  Single  or  Married  person  filing  separately 
$19,000  for  Head  of  Household 
$24,000  for  Married  persons  filing  jointly 

Gross  income  means  all  income  you  received  from  sources 
in  and  outside  of  Connecticut  in  the  form  of  money, 
goods,  property  and  services  that  is  not  exempt  from 
federal  tax  and  any  additions  to  income  from  Schedule  1 , 
Forms  CT-1040  or  CT-1040NR/PY. 

Gross  income  includes,  but  is  not  limited  to,  the  following 
Items: 

1 .  Compensation  for  services,  including  wages,  fees, 
commissions,  taxable  fnnge  benefits,  and  similar 
Items; 

2.  Gross  income  from  a  business, 

3.  Capital  gains; 

4.  Interest  and  dividends; 

5  Gross  rental  income; 

6.  Gambling  winnings, 

7.  Alimony; 

8.  Taxable  pensions  and  annuities; 

9.  Prizes  and  awards, 

1 0  Your  share  of  income  from  partnerships, 

S  corporations,  estates  and  trusts; 

1 1 .  IRA  distributions; 

1 2.  Unemployment  compensation; 

1 3  Taxable  social  security. 

The  following  examples  explain  the  gross  income  test; 
Example  1. 

A  nonresident's  only  income  is  from  a  sole  proprietorship 
located  m  Connecticut  with  the  following 

Schedule  C  -  Gross  Receipts  $100,000 
Expenses  (92.000) 

Net  Income  8.000 

Since  the  gross  income  of  SICW.OOO  exceeds  the  minimum 
requirements  and  the  income  is  from  a  Connecticut  source, 
this  nonresident  is  required  to  file  a  Connecticut  tax  return 

Example  2: 

A  Connecticut  part-year  resident  receives  $8,000  in  non- 
taxable  social  security  benefits  and  $  1  1 ,000  m  interest 
income.  Since  non-taxable  social  security  is  not  part  of  gross 
income,  no  Connecticut  return  must  be  filed  provided  no 
Conneaicut  tax  was  withheld  and  no  estimated  payments 
were  made. 

Example  3: 

A  nonresident  receives  $1 1 ,500  in  wage  income  from 
Connecticut  employment  and  $1,000  in  federally-exempt 
interest  from  California  state  bonds.  The  taxpayer's  federal 
gross  income  with  additions  from  Schedule  1 ,  Form  CT- 
1040NR/PY  (Interest  From  State  or  Local  Government 
Obligations  Other  Than  Connecticut)  is  $12,500,  Therefore, 
a  Connecticut  return  must  be  filed 


Title  XIX  Recipients 

If  you  are  a  Tide  XIX  recipient,  you  are  required  to  file  a  return 
if  you  meet  the  conditions  for  filing  a  Connecticut  return  listed 
on  page  3  of  this  booklet.  Attach  to  the  front  of  your  return 
a  letter  explaining  your  status  as  a  Tide  XIX  recipient  aosJ  a 
signed  statement  authorizing  the  Depaament  of  Revenue 
Services  to  verify  your  Title  XIX  status  for  1 993  with  the 
Department  of  Social  Services. 

What  Is  Connecticut  Adjusted  Gross  Income? 

For  the  purpose  of  completing  Form  CT-IOAONR/PY, 
Connecticut  adjusted  gross  income  is  your  federal  adjusted 
gross  income  as  taken  from  line  31  of  your  federal  Form 

1 040,  line  1 6  of  your  federal  Form  1 040A  or  line  4  of  your 
federal  Form  1 040EZ  with  Connecticut  modifications  list^  in 
Schedule  1  of  Form  CT-1040NR/PY. 

How  Do  I  File  A  Decedent's  Return? 

A  Connecticut  income  tax  return  must  be  filed  for  a 
nonresident  or  part-year  resident  who  died  duhng  the  taxable 
year.  It  must  be  signed  and  filed  by  his/her  executor, 
administrator  or  surviving  spouse  for  the  portion  of  the  year 
before  the  taxpayer's  death.  The  date  of  the  taxpayer's  death 
must  be  clearly  stated  at  the  top  of  the  return  in  the  area 

designated  as  "other  taxable  year  ending _ 1 9 _ ."  As  for 

federal  purposes,  a  joint  return  may  be  filed  by  a  surviving 
spouse.  (Indicate  who  is  deceased  and  date  of  death.)  Write 
"Filing  as  surviving  spouse"  in  the  deceased  spouse's 
signature  block  of  the  return.  In  the  case  of  the  death  of  both 
spouses,  a  final  return  must  be  filed  by  their  legal 
representatives.  The  Connecticut  filing  status  must  be 
consistent  with  the  federal  filing  status. 

If  you  are  a  surviving  spouse  filing  a  joint  return  with  a 
deceased,  file  only  the  tax  return  to  claim  a  refund.  If  you  are 
a  coutt-appointed  representative,  file  the  return  and  attach  a 
copy  of  the  certificate  that  shows  your  appointment.  All  other 
filers  requesting  a  deceased  taxpayer's  refund  must  file  the 
return  and  attach  federal  Form  1310. 

Any  Connecticut-source  income  received  by  the  estate  of  the 
decedent  for  the  portion  of  the  taxable  year  after  the 
decedent's  death,  and  for  succeeding  taxable  years  until  the 
estate  is  closed,  must  be  repotted  each  year  on  Form  CT- 

1041,  Connecticut  Fiduciary  Income  Tax  Return. 


AM  I  A  RESIDENT.  PART-YEAR 
RESIDENT.  OR  NONRESIDENT? 


To  determine  your  residency  status  and  the  return  you  must 
file  for  1 993,  read  the  following: 

(  )  Resident:  (Complete  Form  CT-1040EZ  or  CT-1040) 

1 .  Connecticut  was  my  domicile  (permanent  legal 
residence)  for  the  entire  year  of  1  993. 

OE 

2.  I  maintained  a  permanent  place  of  abode  in 
Connecticut  and  spent  a  total  of  more  than  1  83 
days  in  Connecticut. 
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I  )  Part-Year  Resident:  (Complete  Form  CT-1 040NR/PY) 

I  moved  into  or  out  of  Connecticut  during  the  taxable 
year. 

(  )  Nonresident:  (Complete  Form  CT-1 040NR/PY) 

1 .  1  was  not  a  Resident  or  Part-Year  Resident  for 
1993. 

and 

2.  I  had  income  from  Connecticut  sources  in  1 993. 

NOTE:  You  may  be  treated  as  a  nonresident  for  1 993even 
though  your  domicile  was  Connecticut  if  all  of  the 
following  conditions  are  met: 

1 .  You  maintained  no  permanent  place  of  abode  in 
Connecticut  for  the  entire  taxable  year  of  1 993 . 

and 

2.  You  maintained  a  permanent  place  of  abode 
outside  of  Connecticut  for  the  entire  taxable  year 
of  1993. 

and 

3.  You  spent  not  more  than  thirty  days  in  the 
aggregateinConnecticutduringthe  1  993taxable 
year. 

Military  personnel  that  are  stationed  in  Connecticut,  but 
are  domiciled  in  another  state  are  considered 
nonresidents 

DEFINITION:  Domicile  (permanent  legal  residence)  is  the 
place  you  intend  to  have  as  your  permanent  home.  It  is  the 
place  you  intend  to  return  to  whenever  you  are  away.  You 
can  have  only  one  domicile  although  you  may  have  more 
than  one  place  to  live.  Your  domicile  does  not  change  until 
you  move  to  a  new  location  and  definitely  intend  to  make 
your  permanent  home  there.  If  you  move  to  a  new  location 
but  intend  to  stay  there  only  for  a  linrtited  time  (no  matter 
how  long),  your  domicile  does  not  change.  This  also 
applies  if  you  are  working  m  a  foreign  country. 

Are  Military  Personnel  Required  To  File? 

Military  personnel  who  claim  Connecticut  as  a  residence 
but  are  stationed  elsewhere  will  be  subject  to  Connecticut 
income  tax.  If  you  enlisted  m  the  service  as  a  Connecticut 
resident  and  have  not  established  a  new  domicile  (legal 
residence)  elsewhere,  you  are  required  to  file  a  resident 
income  tax  return  unless  you  meet  all  three  conditions  for 
being  treated  as  a  nonresident.  (See  previous  NOTE.) 

If  your  permanent  home  (domicile)  was  outside 
Connecticut  when  you  entered  the  military,  you  do  not 
become  a  Connecticut  resident  because  you  are  stationed 
and  live  in  Connecticut.  As  a  nonresident,  your  military 
pay  is  not  subject  to  Connecticut  income  tax.  However, 
income  that  you  receive  from  Connecticut  sources  while 
you  are  a  nonresident  (including  your  spouse's  non- 
military  income)  may  be  subject  to  Connecticut  income 
tax 

Example: 

Bob  IS  a  resident  of  Florida.  He  enlisted  m  the  Navy  m 
Florida,  and  v./as  stationed  m  Groton,  Connecticut.  He 
earned  $33,000  m  mnnary  pay. 


A)  He  had  no  other  income. 

Military  personnel  are  residents  of  the  state  in  whic.*^ 
they  resided  when  they  enlisted.  Since  Bob  reside: 
and  enlisted  in  Florida,  he  is  considered  a  resident  o 
Florida  and  does  not  have  to  file  a  Connecticut  return 

B)  Bob  has  a  part-time  Job  in  Connecticut. 

His  Connecticut-source  income  from  non-militar 
employment  is  taxable  and  should  be  reponed  O' 
Form  CT-1040NR/PY. 

NOTE:  Spouses  of  military  personnel  who  are  stationed  i> 
Connecticut  may  be  considered  residents  of  this  stat 
even  if  their  domicile  is  elsewhere.  See  definition  c 
resident  on  page  4. 

For  further  information,  contact  the  Department  anc 
request  a  copy  of  Informational  Publication:  IP  92  (2.1  j 
Connecticut  State  Income  Tax  Information  for  Militar 
Personnel  and  Veterans. 

The  income  tax  return  of  any  individual  in  the  U.S.  arme 
forces  serving  in  a  "combat  zone"  or  injured  an. 
hospitalized  while  serving  ina  "combatzone"  shall  bedu- 
180  days  after  returning.  There  will  be  no  penalty  o 
interest  charged.  For  any  individual  who  dies  while  or 
active  duty  in  a  "combat  zone"  or  as  a  result  of  injurie; 
received  ina  "combatzone"  noincometaxorreturnisdue 
for  the  year  of  death.  A  refund  of  tax  paid  will  be  provide: 
to  the  legal  representative  of  the  estate  or  to  the  surviving 
spouse. 

DEFINITION:  Combat  zone  is  an  area  designated  by  tht 
President  of  the  United  States  by  executive  order  as  £ 
combatzone. 


HOW  NONRESIDENTS  AND 
PART-YEAR  RESIDENTS  ARE  TAXED 


If  you  are  a  nonresident  or  a  part-year  resident,  your  ta> 
liability  is  computed  based  upon  the  greater  of  your 
Connecticut  adjusted  gross  income  or  your  total  income 
from  Connecticut  sources. 

Connecticut-Source  Income  Of  A  Nonresident 

Connecticut-source  income  of  a  nonresident  is  income 
derived  from  or  connected  with  sources  withir 
Connecticut  when: 

(a)  The  income  is  attributable  to  ownership  or 
disposition  of  real  or  tangible  personal  propert\ 
within  Connecticut;  including,  but  not  limited  to 
the  income  from  the  rental  or  sale  of  such 
property; 

(b)  The  income  is  attributable  to  compensation  for 
services  performed  m  Connecticut  or  income  from 
a  business,  trade,  profession  or  occupation  carriea 
on  in  Connecticut; 

(c)  The  nonresident  individual  is  a  partner  in  a 
partnership  doing  business  m  Connecticut; 

(d)  The  nonresident  individual  is  a  shareholder  of  an 
S  corporation  doing  business  m  Connecticut; 
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(e)  The  nonresident  individual  is  a  beneficiary  of  a 
trust  or  estate  with  income  derived  from  or 
connected  with  sources  within  Connecticut;  or 

(f)  The  nonresident  individual  receives  income  from  a 
pension  or  other  retirement  benefit  that  is  not 
derived  from  a  Qualified  plan  and  is  anributable  to 
services  performed  partly  or  wholly  within 
Connecticut. 

In  general,  Connecticut-source  income  of  a  nonresident 
does  not  include  the  following  income  even  if  it  was 
included  in  your  federal  adjusted  gross  income: 

(a)  Distributions  from  federally  qualified  pension 
plans; 

(b)  Interest,  dividends  or  gains  from  the  sale  or 
exchange  of  intangible  personal  property,  unless 
that  property  is  employed  in  a  business,  trade, 
profession  or  occupation  carried  on  m 
Connecticut; 

(c)  Compensation  you  received  for  active  service  m 
the  United  States  militao/; 

(d)  Dividends  from  a  corporation  (other  than  an  S 
corporation)  doing  business  m  Connecticut, 

(e)  Compensation  you  received  from  an  interstate  rail 
carrier,  interstate  motor  carrier,  or  an  interstate 
motor  private  carrier; 

(fl  Gambling  winnings: 

(g)  Interest  earned  by  an  individual  from  a 
Connecticut  bank  (unless  earned  by'a  Connecticut 
business);  or 

(h)  Income  from  business  or  employment  activities  m 
Connecticut  that  are  considered  casual,  isolated  or 
inconsequential. 

Activities  Considered  To  Be  Casual,  Isolated  Or 
Inconsequential 

In  general,  activities  that  meet  one  of  the  following  tests 
are  considered  casual,  isolated  or  inconsequential: 

1  $6,000  test  -  The  gross  income  from  the  presence 
of  a  nonresident  m  Connecticut  does  not  exceed 
$6,000  m  the  taxable  year: 

er 

2  Ten  day  test  -  The  nonresident's  presence  m 
Connecticut  does  not  exceed  ten  days  during  the 
taxable  year.  However,  if  the  nonresident  earns 
more  than  $6,000  from  employment  or  business 
activities  in  Connecticut,  regardless  of  the  number 
of  days  m  Connecticut,  the  activities  are  not 
casual,  isolated  or  inconsequential: 

or 

3  Ancillary  Activity  Test  -  The  nonresident's  presence 
m  Connecticut  is  ancillary  to  his  or  her  primary 
business  or  employment  duties  that  are  performed  at 
a  base  of  operations  outside  of  Connecticut 

Ancillary  activities  are  those  activities  that  are 

secondary  to  the  individual's  primary  out-of-state 


duties,  and  include  such  things  as  anendance  m  the 
state  for  planning,  training,  attendance  at 
conferences  or  symposia,  etc. 

Connecticut-Source  Income  Of  A  Part-Year 
Resident 

Connecticut-source  income  of  a  pan-year  resident  is  the 
sum  of: 

1 .  Connecticut  adjusted  gross  income  for  the  pan  of 
the  year  you  were  a  resident;  and 

2.  Income  derived  from  or  connected  with 
Connecticut  sources  for  the  pan  of  the  year  you 
were  a  nonresident;  and 

3.  Special  Accruals 

What  Items  Are  Subject  To  Special  Accruals 
A  pan-year  resident  must  recognize  and  repon  items  of 
income,  gain,  loss  or  deduction  on  the  accrual  basis, 
regardless  of  the  method  of  accounting  normally  used  by 
the  taxpayer.  In  general  an  item  of  income  is  subject  to 
special  accrual  if  the  right  to  receive  it  is  fixed  and  the 
amount  to  be  paid  is  determinable  with  reasonable 
accuracy  at  the  time  the  taxpayer  changes  his/her 
residency  status. 

Change  From  Resident  To  Nonresident 
If  you  moved  out  of  Connecticut  during  the  taxable  year, 
you  must  include,  in  calculating  your  Connecticut  adjusted 
gross  income  for  the  period  of  your  Connecticut  residency, 
all  items  of  income,  gain,  loss  or  deduction  you  would  be 
required  to  include  if  you  were  filing  a  federal  income  tax 
return  for  the  seme  period  on  the  accrual  basis,  together 
with  any  other  accruals  that  are  not  otherwise  includible  or 
deductible  for  federal  or  Connecticut  income  tax  purposes 
(such  as  deferred  gains  or  installment  obligations).  Include 
items  of  special  accruals  with  other  items  of  income,  gam, 
loss  and  deduction  repoaed  for  your  residency  penod.  (See 
instructions  for  Worksheet  CT-1 040AW  on  page  26  of  this 
booklet.) 

Example  1: 

(Vlary,  a  part-year  resident  who  moved  out  of  Connecticut 
in  June  1 993,  sold  property  on  the  installment  basis  in 
April  1993.  She  will  receive  annual  installment  payments 
for  5  years.  She  must  accrue  the  entire  gain  on  the  sale  of 
the  property  to  the  portion  of  1993  when  she  was  a 
resident  of  Connecticut  because  her  right  to  receive  the 
gain  was  fixed  and  determinable  at  the  time  she  changed 
her  residency. 

Example  2: 

John,  a  resident  of  Connecticut  retired  from  his 
Connecticut  employment  on  September  1 ,  1  993  and 
moved  to  Florida.  His  employer  notified  him  on  August  1  5 
that  he  would  receive  a  $1 ,000  bonus  on  September  1 5, 
1993.  On  December  1,  1993  he  also  received  a  $10,000 
lump-sum  distribution  from  a  non-qualified  plan  maintained 
by  his  employer.  He  must  accrue  the  $1 ,000  bonus  and 
$10,000  lump-sum  distribution  to  the  portion  of  1993 
when  he  was  a  resident. 
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THERE  WERE  NO  CHANGES  TO  THE  DELAWARE  TAX  CODE  FOR  1993 
STATE  LAW:  Delaware  Code,  Title  30,  Chapter  1 1  et  seq. 

TAXPAYERS;  (a)  Residents  with  a  gross  income  of  more  than  $4,550  or  a  married  couple 
with  a  combined  income  of  more  than  $6,100  increased  by  $1,250  for  each  personal  exemption 
in  excess  of  one  for  the  resident  individual  or  his  spouse,  (b)  Nonresidents  who  have  income 
for  sources  within  Delaware. 

FILING;  See  "TAXPAYERS"  Persons  meeting  this  definition  generally,  must  file  a  Delaware 
income  tax  return  although  tax  may  not  be  due. 

MILITARY  PROVISIONS  (a)  Service  members  who  are  legal  residents  of  Delaware  but 
maintain  an  abode  outside  the  State  are  required  to  file  Delaware  income  tax  returns;  (b) 
Delaware  taxable  income  is  based  on  Federal  adjusted  gross  income;  therefore.  Federal 
provisions  which  exclude  military  pay  apply  for  Delaware  income  tax  purposes;  (c)  Disability, 
nondisability,  and  such  sums  forfeited  to  provide  a  survivor's  annuity  are  treated  the  same  as 
under  the  Internal  Revenue  Code. 

DESERT  STORM  PROVISIONS:  Since  Delaware  follows  the  Federal  rules  on  income  and 
extensions,  military  members  who  served  in  the  combat  zone  may  exclude  the  same  amount  of 
income  and  obtain  the  same  extensions  for  Delaware  purposes  as  under  Federal  law. 

RESIDENT  A  resident  is  defined  as  an  individual  (1)  who  is  domiciled  in  Delaware  to  the 
extent  of  the  period  of  such  domicile,  provided,  however,  an  individual  who  (a)  is  present  in  a 
foreign  country  or  countnes  for  at  least  495  full  days  in  any  consecutive  18  month  period,  and 
(b)  during  such  penod  of  18  consecutive  months  is  not  present  in  Delaware  for  more  than  45 
days,  and  does  not  maintain  a  permanent  place  of  abode  in  this  State  at  which  his/her  spouse, 
children  or  parents  are  present  for  more  than  45  days,  and  (c)  is  not  an  employee  of  the  United 
States,  its  agencies  or  instrumentalities  (including  members  of  the  Armed  Forces)  shall  r.ot  be 
considered  a  resident  of  this  State  during  such  period,  or  (2)  who  maintains  a  place  of  abode  in 
Delaware  and  spends  in  the  aggregate  more  than  183  days  of  the  tax  year  in  Delaware. 

NOTE  Income  earned  in  Delaware  by  the  spouse  of  a  service  member  is  taxable  m  full.  The 
spouse  is  entitled  to  her/his  own  personal  exemption  and  may  not  claim  her/his  spouse  as  an 
exemption  or  dependent.  Other  dependents  may  be  claimed  by  the  spouse  providing  over  50% 
of  their  support. 
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INCOME  EXCLUSIONS:  Same  as  Federal,  which  includes  (a)  Life  insurance  proceeds,  (b) 
Inheritances  and  gifts;  (c)  Interest  on  obligations  of  the  United  States  and  Delaware  but  not 
other  states  or  the  Distnct  of  Columbia,  (d)  Compensation  for  injuries  sustained  while  on  active 
duty  in  the  Armed  Forces,  (e)  G.I.  Bill  Benefits,  (f)  Social  Security  Act  payments  regardless  of 
the  taxability  of  such  benefits  at  the  federal  level. 

RATES: 


1993  Taxable  Income 


$0  -  2,000 
$2,000  -  5,000 
$5,000  -  10,000 
$10,000  -  20,000 
$20,000  -  25,000 
$25,000  -  30,000 
$30,000  -  40,000 
$40,000  + 


0.0 

3.2%  on  excess  over  2,000 
96  +  5  0%  on  excess  over  5,000 
346  +  6.0%  on  excess  over  10,000 
946  +  6.6%  on  excess  over  20,000 
1276  +  7.0%  on  excess  over  25,000 
1626  +  7.6%  on  excess  over  30,000 
2386  +  7.7%  on  excess  over  40,000 


*  Percentage  rate  is  applied  to  the  amount  m  excess  of  base  bracket  amount. 


INCOME;  The  taxable  income  of  a  Delaware  resident  is  his/her  Federal  adjusted  gross  income 
(as  defined  in  the  Internal  Revenue  Code)  with  the  following  modifications: 

Subtract  -  (a)  Interest  or  dividends  on  obligations  of  the  United  States,  its  temtones  and 
possessions,  or  any  authority,  includable  in  gross  income  for  Federal  income  tax  purposes,  but 
exempt  from  state  income  tax  under  the  laws  of  the  United  States;  (b)  Exclusions  of  $2,000 
($4,000  if  joint  return)  if  individual  is  totally  and  permanently  disabled,  or  over  60  years  of 
age,  and  does  not  have  more  than  $2,500  earned  income  ($5,000  if  joint  return),  or  more  than 
$10,000  adjusted  gross  income  ($20,000  if  joint  return),  for  the  tax  year;  (c)  Pension  income 
(not  to  exceed  $2,000  or  $3,000  for  persons  age  60  or  older)  received  from  employers.  United 
States,  or  Delaware  or  any  subdivision  thereof;  (d)  Social  Security  benefits  included  in  federal 
adjusted  gross  income.  (Senate  Bill  278,  approved  January  26,  1984);  (e)  Delaware  state  tax 
refund,  fiduciary  adjustment,  job  credit,  Delaware  lottery  winnings. 


Add  -  Interest  or  dividends  on  obligations  or  securities  of  any  state,  political  subdivision 
or  authority  thereof  (other  than  the  State  of  Delaware,  its  political  subdivisions  and  authorities) 

DEDUCTIONS:  If  a  resident  itemizes  deductions  for  Federal  income  tax  purposes,  in  lieu  of 
the  standard  deduction,  he/she  may  itemize  deductions  for  Delaware  income  tax  purposes, 
reduced  by:  (1)  income  taxes  paid  to  Delaware,  (2)  any  income  tax  imposed  for  the  tax  year  by 
another  state  of  the  United  States,  a  political  subdivision  thereof,  or  the  District  of  Columbia, 
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on  income  derived  from  sources  therein  if  he/she  elects  to  take  such  amount  as  a  credit. 

The  standard  deduction  is  $1,300  for  an  individual  and  $1,600  for  a  husband  and  wife  filing 
jointly  or  $800  each  if  they  file  separate  returns.  The  sum  of  $1,000  is  added  to  the  standard 
deduction  in  each  of  the  following  circumstances: 

(1)  Taxpayer  attains  age  65  before  the  close  of  the  taxable  year; 

(2)  Taxpayer's  spouse  attains  age  65  before  the  close  of  the  taxable  year  if  no  joint 
return  is  filed  and  the  spouse  has  no  taxable  gross  income  and  is  not  the  dependent  of  another 
taxpayer; 

(3)  Taxpayer  is  blind  at  the  close  of  the  taxable  year; 

(4)  Taxpayer's  spouse  is  blind  at  the  close  of  the  taxable  year,  if  no  joint  return  is  filed, 
and  the  spouse  has  no  taxable  gross  income  and  is  not  the  dependent  of  another  taxpayer. 


EXEMPTIONS:  Individual  . $1250 

Spouse .  1250 

Dependents  (each) . 1250 


CAPITAL  GAINS  AND  LOSSES:  Capital  gains  are  taxable  in  the  same  manner  as  under  the 
Internal  Revenue  Code  (no  adjustment  required  on  the  Delaware  income  tax  return). 

CREDITS:  Examples  of  the  Credits  include:  A  Delaware  resident  is  allowed  a  proportional 
credit  against  his/her  Delaware  taxes  for  the  amount  of  any  income  tax  imposed  on  him/her  and 
paid  to  another  state  on  income  derived  from  the  other  state  during  the  tax  year  and  included  in 
his/her  Delaware  income  tax  return.  A  Child  Care  Credit  was  introduced  in  1988.  The  credit 
equals  50%  of  Federal  Child  Care  Credit. 

PAYMENTS:  Return  and  payment  in  full  due  30  April.  Declaration  and  payment  of  estimated 
tax  is  required  if  estimated  tax  can  reasonably  be  expected  to  exceed  $100. 

TAX  AUTHORITY :  Division  of  Revenue,  820  French  Street,  Wilmington,  Delaware  1 9899. 
Taxpayer  information:  (302)  571-3300. 
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STATE  LAW;  D  C.  Code  Sec.  47-1801  et  seq. 

FILING;  Returns  are  now  required  when  gross  income  equals  or  exceeds  the  sum  of 
allowance  for  personal  exemptions  plus  applicable  standard  deductions.  Returns  of  married 
persons,  filing  separately,  are  required  when  gross  income  equals  or  exceeds  personal 
exemptions.  The  returns  are  required  even  if  no  tax  is  due  because  of  deductions  and  credits. 

If  these  requirements  are  met,  a  District  of  Columbia  income  tax  return  must  be  filed 
although  tax  may  not  be  due. 

MILITARY  PROVISIONS,  (a)  Service  members  who  are  legal  residents  of  the  Distnct  of 
Columbia  but  maintain  an  abode  in  another  jurisdiction  are  subject  to  taxation,  (b)  There  are 
no  specific  exemptions  relating  to  military  pay  or  to  tax  liability  of  military  members  who 
are  POW/MIA  (and  their  spouses).  However,  persons  outside  the  United  States  subject  to 
taxation  may,  upon  written  application  and  good  cause  shown,  receive  a  twelve-month  delay 
from  due  date  for  filing  and  payment  of  tax.  Persons  within  the  United  States  may  similarly 
obtain  up  to  a  six-month  delay.  Interest  at  1  1/2%  per  month  on  unpaid  tax  is  collected.  The 
department  of  finance  and  revenue  will  consider  the  waiver  of  penalty  in  the  case  of 
volunteers  who  come  forth  to  report  taxable  income  for  pnor  years.  Generally,  less  favorable 
waiver  consideration  is  given  when  taxpayers  or  their  representatives  have  not  vol  untan  ly 
disclosed  such  tax  delinquencies.  Prior  years'  tax  forms  may  be  obtained  by  calling  the  D  C. 
Forms  Unit  at  (202)  727-6016.  Wntten  requests  for  waiver  of  penalties  should  include  an 
explanation  for  filing  the  returns  late.  Such  requests  should  be  attached  to  the  returns  when 
filing  with  the  Department.  Any  questions  concerning  the  filing  of  prior  year  returns  may  be 
directed  to  the  Audit  Division  manager  by  calling  (202)  727-6070,  or  by  writing  to  the 
Department  of  Finance  and  Revenue,  Audit  Division,  Room  S70.  P.O.  Box  SS6,  Washington, 
D.C.  20044,  (c)  Disability  pay  is  not  taxable;  (d)  Survivor's  annuity  is  taxable  to  the 
survivor;  (e)  Filing  requirements  for  military  members  are  the  same  as  for  other  taxpayers. 

RESIDENTS;  Resident  is  defined  as  every  person  domiciled  in  the  District  of  Columbia  at 
any  time  during  the  calendar  year  and  every  individual  who  maintains  an  abode  in  the 
District  of  Columbia  for  more  than  183  days,  whether  or  not  domiciled  in  the  Distnct. 

Persons  residing  in  the  Distnct  claiming  status  of  "nonresident",  or  nonresidents  seeking  a 
refund  of  District  taxes  withheld,  must  file  Form  D-40B,  D  C.,  Nonresident  Request  for 
Refund  and  Ruling.  Persons  who  file  part-year  returns  must  prorate  exemptions  and  the 
standard  deduction.  A  District  resident,  who,  on  or  before  3 1  December,  changes  his/her 
domicile  to  another  jurisdiction  is  taxable  for  that  part  of  the  calendar  year  during  which 
he/she  was  a  bona  fide  domiciliary  of  the  Distnct.  An  individual  who,  dunng  the  calendar 
year,  acquires  a  domicile  in  the  Distnct  is  taxed  on  the  amount  of  gross  income  received 
after  the  date  he/she  became  a  bona  fide  Distnct  domiciliary.  Taxpayers  who  itemize  their 
deductions  on  the  Federal  return  must  also  itemize  their  deductions  on  the  Distnct  return 
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Likewise,  taxpayers  who  claim  the  standard  deduction  on  their  Federal  return  must  take  the 
standard  deduction  on  the  District  return. 

GROSS  INCOME  AND  ADJUSTED  GROSS  INCOME:  Conforms  with  Internal  Revenue 
Code  Sections  61  and  62  with  modifications  to  exclude  interest  on  federal  and  municipal 
obligations,  income  tax  refunds,  and  income  reported  on  other  D.C.  returns.  Keough  and 
IRA  contributions  are  now  allowable  as  adjustments  to  gross  income,  and  the  3%  rule  for 
reporting  pensions  and  annuities  no  longer  exists.  The  Disability  Income  Exclusion  repealed 
by  the  Internal  Revenue  Service  is  still  allowable  for  District  purposes.  Further,  no  portion  of 
social  security  benefits  is  subject  to  taxation. 

RATES:  TAXABLE  INCOME 

Over  Not  Over  Rates 

-0-  $  10,000  6% 

10,000  20,000  600  +  8%  of  excess  over  10,000 

Over  20,000  1,400  +  9.5%  of  excess  over  20,000 

DEDUCTIONS.  Individuals,  estates,  and  trusts  are  now  allowed  the  same  deductions 
permitted  by  the  Internal  Revenue  Code  (as  of  8- 13-81)  except  for  deductions  of  income 
taxes,  D  C.  franchise  tax  and  carryovers  of  contributions  made  prior  to  January  1, 1982. 

STANDARD  DEDUCTION.  (Replaces  previous  zero  bracket  amount). 

$2,000  -  Single  individual,  head  of  household,  joint  returns  of  husband  and  wife. 

$1,000  -  Married,  filing  separately. 

EXEMPTIONS: 

Individual .  $1,370 

Married  couple  filing  jointly  ..  2,740 
Head  of  Household . 2,740 

Blind  or  over  65  (taxpayer  or  spouse)  (additional) .  1,370 

Each  dependent . 1,370 

If  the  spouse  of  a  military  member  is  a  resident  of  the  District  of  Columbia  and  the  military 
member  is  not,  a  personal  exemption  of  $1,370  is  allowable  to  a  mamed  person  filing 
separately. 

CAPITAL  GAINS  AND  LOSSES:  Same  general  treatment  as  under  the  Internal  Revenue 
Code,  including  cost  basis,  amount  realized,  and  amount  recognized. 
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TAX  CREDIT.  Residents  are  allowed  a  credit  for  income  taxes  required  to  be  paid  and  in 
fact  paid  to  any  state,  territory  or  possession  of  the  United  States,  or  political  subdivision 
thereof  upon  income  attributable  to  such  jurisdiction  which  is  also  subject  to  tax  in  the 
District.  The  credit  shall  not  exceed  the  proportion  of  the  tax  due  the  District  that  the 
individual's  gross  income  received  by  him/her  subject  to  tax  in  the  other  jurisdiction  bears  to 
his/her  adjusted  gross  income  subject  to  taxation  in  the  District.  The  formula  for  computing 
the  out-of-state  tax  credit  may  be  found  in  the  Line  12  instructions  on  page  5  of  the  D.C. 
Individual  Income  Tax  Booklet.  The  state  tax  credit  may  never  exceed  the  least  of  the 
maximum  credit  computed  according  to  the  formula,  the  D.C.  tax  liability,  or  the  amount  of 
tax  paid  to  any  other  jurisdiction. 

A  credit  equal  to  50%  of  campaign  contributions  for  the  District  of  Columbia  or  national 
office  is  allowed  up  to  a  maximum  of  $100  on  a  joint  return  and  $50  on  all  others. 

CHELD-CARE  CREDIT.  Credit  allowable  on  full  year  returns  is  32%  of  federal  credit. 
Part-year  taxpayers  must  complete  and  attach  Form  D-2441  to  their  D  C.  return. 

NOTE;  With  respect  to  delinquent  returns,  it  is  Department  of  Finance  and  Revenue  policy 
to  review  on  an  individual  basis  requests  for  installment  payment  schedule,  waiver  or  penalty, 
and  abatement  of  prior  years  taxes.  Generally,  voluntary  disclosures  by  taxpayers  result  in 
more  favorable  consideration  than  delinquencies  disclosed  by  other  sources.  Criminal 
prosecution  is  pursued  for  long-term  tax  delinquents  who  are  identified  by  compliance 
programs  of  the  Department. 

LOW  INCOME  CREDIT;  The  credit  represents  the  difference  between  the  sum  of  the 
Federal  and  District  personal  exemptions  and  standard  deduction.  This  credit  will  reduce  your 
D.  C.  tax  liability  but  cannot  be  a  refund.  If  your  Federal  taxable  income  (Form  1040EZ/A  or 
Form  1040)  is  "0",  you  may  be  entitled  to  a  low  income  credit.  There  is  a  special 
computation  of  the  low  income  credit  for  dependent  taxpayers  claiming  filing  status  F. 

DECLARATION  OF  ESTIMATED  TAX;  Estimated  tax  payments  for  taxable  income  of 
$1,053  (at  the  maximum  rate  of  9.5%)  or  more  not  subject  to  D  C.  withholding  tax  may  be 
made  by  filing  Declaration  of  Estimated  Tax  vouchers  on  a  quarterly  basis.  Individuals  who 
anticipate  that  a  tax  liability  of  more  than  $100  will  accrue,  must  file  a  declaration.  The 
coupon  booklet  may  be  obtained  by  calling  the  Tax  Forms  Unit  at  (202)  727-6016 

TAX  AUTHORITY;  Government  of  the  District  of  Columbia,  Department  of  Finance  and 
Revenue,  441  Fourth  Street,  N.W.,  Washington,  D  C.  20001. 

TAXPAYER  INFORMATION;  Call  (202)  727-6104 
TAX  FORMS;  Call  (202)  727-6170/6016 
TECHNICAL  TAX  ISSUES;  Call  (202)  727-6070 
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STATE  INCOME  TAX: 

Florida  income  tax  is  limited  in  its  ^plication  to  corporations  and  other  artificial  entities. 

The  tax  does  not  extend  to  "natural  persons".  There  is,  therefore,  no  income  tax 
consequence  to  an  individual  resident  of  Florida  and  no  required  withholding  for  state 
income  tax  purposes. 

STATE  INTANGIBLE  PERSONAL  PROPERTY  TAX; 

In  Florida,  intangible  personal  property  including,  but  not  limited  to,  stocks,  bonds,  beneficial 
interest  in  trust,  loans  notes  and  accounts  receivable  are  subject  to  an  annual  tax  of  2  mills 
(S  2.00  dollar  per  thousand  dollars  of  property  value)  as  of  January  1  of  the  tax  year.  The 
tax  must  be  paid  by  June  30;  and  becomes  delinquent  on  or  after  July  1.  Discounts  for 
early  payment  are  January  1  through  February,  4%,  March  1-31,  3%,  April  1-30,  2%;  May 
1-31,  1%;  no  discount  is  allowed  for  payments  made  in  June.  If  an  individual  is  a  legal 
resident  of  Florida  on  1  January  and  their  amount  of  taxable  intangibles  exceeds  the 
exemption  a  return  must  be  filed  regardless  of  where  they  may  be  stationed  on  1  January. 
Individual  and  joint  filers  use  Florida  Form  DR-6011  which  may  be  attained  by  writing  to  the 
Florida  Department  of  Revenue,  Buereau  of  Tax  Information  and  Media  Services,  5050  W. 
Teimessee  Street,  Building  I,  Tallahassee,  FL  32399-0100  or  by  calling  1-800-FLA-DOR1  (1- 
800-352-3671).  Significant  penalties,  and  interest,  are  charged  for  failure  to  properly  file 
and  pay  the  tax. 

Cash,  individual  retirement  accounts,  certificates  of  deposit,  annuities  and  the  cash  surrender 
value  of  life  insurance  which  were  previously  taxable  are  exempt  from  the  intangible  tax. 

There  are  exemptions  that  reduce  the  total  tax  due.  An  individual  pays  no  tax  on  the  first 
$20,000  of  asset  value,  1  mill  on  value  between  $20,000  and  $100,000  and  2  mills  on  the 
value  of  assets  over  $100,000.  Couples  filing  jointly  pay  nothing  on  the  first  $40,000  of 
value,  1  mill  on  assets  between  $40,000  and  $200,000  and  2  mills  on  the  value  of  assets  over 
$200,000.  For  example,  an  individual  who  owns  $100,000  in  stocks  must  pay  $80.  A  couple 
which  owns  $250,000  in  stocks  must  pay  $250. 

A  husband  and  wife  may  claim  these  exemptions  even  though  the  property  is  not  jointly 
owned.  This  exemption  does  not  apply  to  the  value  of  a  lessee's  leasehold  estate  in 
governmental  property. 

Custodians  of  minors  and  incompetents  . may  file  a  return  and  claim  the  exemption  on  behalf 
of  the  minor  or  incompetent  using  the  minor's  or  incompetent's  social  security  number 
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Agents  and  fiduciaries  may  not  claim  the  exemption  in  their  own  right  or  on  behalf  of  their 
principals  or  beneficiaries. 

In  addition  to  the  above,  there  is  a  nonrecurring  tax  of  two  mills  (two  dollars  per  thousand 
dollars  of  value)  on  notes,  bonds  and  other  obligations  for  payment  of  money  which  are 
secured  by  mortgage,  deed  of  trust,  or  other  lien  upon  real  property  situated  in  the  State 
which  is  due  and  payable  at  the  time  of  recording. 

Interested  personnel  should  direct  their  inquiries  to  the  Florida  Department  of  Revenue, 
Taxpayer  Assistance  Section,  P.  O.  Box  7443,  Tallahassee,  Florida  32314-7443.  Technical 
staff  is  available  at  telephone  1-800-352-3637  or  (904)  488-6800. 
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STATE  LAW:  Title  48  -  Official  Code  of  Georgia  Annotated 

TAXPAYERS.  All  residents  and  nonresidents  deriving  income  within  the  State,  who,  if 
single,  had  a  Federal  adjusted  gross  income,  less  certain  additions  and  deductions,  of  more 
than  $1,500,  or  who,  if  marned  and  filing  jointly,  had  a  gross  income  of  more  than  $3,000. 

FILING;  See  "TAXPAYERS".  If  a  Federal  income  tax  return  is  filed,  a  Georgia  income  tax 
return  must  be  filed  although  there  may  be  no  tax  liability.  When  husband  and  wife  file  a 
Federal  joint  income  tax  return,  a  Georgia  joint  income  tax  return  is  required.  See 
MILITARY  PROVISIONS  for  military  couple  exception. 

MILITARY  PROVISIONS:  (a)  Service  members  who  are  legal  residents  of  Georgia  and 
maintain  a  place  of  abode  in  another  jurisdiction  are  subject  to  taxation  and  must  report  their 
entire  income,  regardless  where  earned,  unless  specifically  exempt  under  Georgia  law;  (b) 

Tax  liability  of  service  members  (and  their  spouses)  who  are  POW/MIA  are  treated  the  same 
as  under  the  Internal  Revenue  Code;  (c)  Disability  retirement  pay  is  treated  the  same  as 
under  the  Internal  Revenue  Code.  Nondisability  retirement  pay  is  taxable  to  the  resident 
taxpayer  when  received,  regardless  where  earned;  (d)  Pay  of  retired  service  members  who 
have  elected  to  forfeit  a  portion  of  their  retirement  pay  to  provide  an  annuity  for  their 
survivors,  and  the  survivor's  annuity,  are  treated  the  same  as  under  the  Internal  Revenue 
Code;  (e)  Nonresident  service  members  are  not  required  to  file  a  Georgia  income  tax  return 
unless  they  have  earned  income  from  sources  odier  than  military  pay.  Under  such 
circumstances,  Georgia  Form  500  is  required  to  be  filed  with  page  2,  Schedule  3,  completed. 
A  married  nonresident  with  income  earned  in  Georgia  may  file  either  a  separate  return 
claiming  himself/herself  only,  or  a  joint  return  claiming  total  personal  exemption  and  credit 
for  dependents.  An  extension  of  time  for  filing  a  Georgia  income  tax  return  may  be  granted 
up  to  six  months  to  military  members  returning  from  service  outside  the  Continental  United 
States;  (f)  If  one  member  of  a  military  couple  (i.e.  husband  and  wife  both  on  active  duty)  is 
a  Georgia  resident  and  the  other  spouse  is  a  resident  of  a  different  state,  they  may  file  a 
joint  return,  and  pro  rate  using  Schedule  J,  or  the  Georgia  resident  may  file  as  "Marned 
Filing  Separately".  Include  a  statement  with  the  return  explaining  that  the  nonresident 
spouse's  income  is  not  subject  to  Georgia  taxation  because  of  the  Soldiers'  and  Sailors'  Civil 
Relief  Act. 

RESIDENTS:  Under  the  Georgia  Income  Tax  Act,  a  person  who  is  or  has  become  a  resident 
of  Georgia  continues  to  be  a  resident  for  income  tax  purposes,  though  temporanly  absent  from 
the  State,  until  he  becomes  a  permanent  resident  of  another  jurisdiction.  The  term  "resident" 
includes  every  legal  resident  as  now  defined  by  general  law;  every  person  domiciled  in  the 
State  on  the  last  day  of  the  tax  year,  and  every  other  person  who  maintains  a  place  of  abode 
within  the  State  and  spends  more  than  six  months  within  the  State.  Any  person  who,  on  or 
before  the  last  day  of  the  tax  year,  changes  his/her  place  of  abode  to  without  the  State  with  a 
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bona  fide  intention  of  continuing  actually  to  abide  permanently  without  the  State  shall  be 
taxed  as  a  nonresident.  Any  person  returning  within  six  months  of  removing  will  be  deemed 
prima  facie  not  to  have  intended  to  change  his/her  place  of  abode.  A  person  is  a  resident 
within  the  State  on  the  3 1st  of  December  of  any  year  on  a  more  or  less  regular  or  permanent 
basis  and  not  on  the  temporary  basis  of  a  visitor.  Every  person  who  had  become  a  resident 
shall  be  deemed  to  continue  as  such  until  he/she  can  show  he/she  has  become  a  legal 
resident  or  a  domiciliary  of  another  state  and  has  spent  not  more  than  183  days  of  the  tax 
year  within  Georgia.  When  a  person  removes  from  the  State,  he/she  shall  pay  tax  for  that 
portion  of  the  year  in  which  he/she  was  a  resident. 

INCOME  EXCLUSIONS.  Same  as  under  Internal  Revenue  Code  with  the  following 
adjustments  to  the  taxpayer's  Federal  adjusted  gross  income: 

Subtract  —  (a)  Interest  or  dividends  on  United  States  Government  obligations/bonds  to  the 
extent  includable  in  gross  income  for  federal  income  tax  purposes  but  exempt  from  state 
income  taxes  under  federal  law;  (b)  Other  state's  income  tax  refund  reported  as  income  for 
Federal  purposes;  (c)  For  years  beginning  on  or  after  1  January  1989,  Georgia  has  enacted 
new  rules  for  the  retirement  income  exclusions. 

Add  —  (a)  Interest  or  dividends  on  municipal  bonds  or  other  obligations  from  states  other 
than  Georgia  and  its  political  subdivisions;  (b)  For  1992  if  a  residence  can  be  deferred  if 
replaced  anywhere  in  the  US,  any  unrecognizable  gain  on  a  nontaxable  exchange  or 
conversion  of  property  where  unreplaced  property  is  not  located  in  Georgia;  (c)  Carryover  of 
deductions  from  losses  incurred  prior  to  becoming  a  resident  of  Georgia;  (d)  Expenses 
connected  with  earning  tax-exempt  income.  Interest  or  dividends  on  all  other  obligations  of 
the  United  States,  which  are  not  specifically  excluded  from  state  taxation.  All  income  taxes 
imposed  by  other  states  but  deducted  when  determining  federal  taxable  income  are 
included  in  Georgia  taxable  income.  "Eligible  taxpayers"  may  also  exclude,  within  certain 
limits,  "retirement  income"  from  their  Georgia  net  taxable  income.  Specifically,  taxpayers  may 
exclude  income  from  public  pension  or  retirement  funds  to  the  extent  the  income  from  such 
funds  is  otherwise  exempt  from  Federal  income  tax.  In  addition,  for  taxable  years 
beginning  on  and  after  1  January  1989  and  before  1  January  1990,  up  to  $8,000  of  "retirement 
income"  from  any  source  may  be  excluded  by  "eligible  taxpayers".  For  taxable  years 
beginning  on  and  after  1  January  1990,  the  exclusion  will  be  increased  to  $10,000  per  year. 
For  married  couples  who  file  joint  returns,  each  taxpayer  may  qualify  for  the  exclusion. 

Thus,  so  long  as  each  spouse  independently  qualifies,  up  to  $16,000  ($20,000  in  1990 
and  later  years)  of  "retirement  income"  may  be  excluded  from  Georgia  net  taxable  income. 

For  purposes  of  the  exclusion,  "retirement  income"  includes,  without  limitation:  interest, 
dividends,  net  income  from  rental  property,  capital  gams,  royalties,  pensions  and  annuities, 
and  up  to  $4,000  of  earned  income  (i.e.,  wages,  salaries,  tips,  etc.)  received  by  an 
"eligible  taxpayer"  during  the  taxable  year.  Also,  for  purposes  of  the  exclusion,  an  "eligible 


47 


GEORGIA  -  1993 


taxpayer"  is  an  individual  who  (1)  at  anytime  during  the  taxable  year,  is  age  62  or  more,  or 
(2)  is  permanently  and  totally  disabled. 

A  tax  table  is  available  which  can  be  used  by  all  resident,  nonresident  and  part  year 
residents.  This  will  eliminate  the  use  of  various  rates. 


RATES:  TAXABLE  INCOME 
SINGLE 


Over  Not  Over  Rate 

$750  .  1% 


$  750  $2,250  ...$  7.50  plus  2%  of  excess  over  $  750 

$2,250  $3,750  ...$  37.50  plus  3%  of  excess  over  $2,250 

$3,750  $5,250  ...$  82.50  plus  4%  of  excess  over  $3,750 

$5,250  $7,000  ...$142.50  plus  5%  of  excess  over  $5,250 

$7,000  . $230.00  plus  6%  of  excess  over  $7,000 

MARRIED  FILING  SEPARATELY 

Over  Not  Over  Rates 

.  $500  ...1% 

$500  $1,500  ...$  5.00  plus  2%  on  excess  over  $  500 

$1,500  $2,500  ...$  25.00  plus  3%  on  excess  over  $1,500 
$2,500  $3,500  ...$  55.00  plus  4%  on  excess  over  $2,500 
$3,500  $5,000  ...$  95.00  plus  5%  on  excess  over  $3,500 
$5,000  .  $170.00  plus  6%  on  excess  over  $5,000 

RATES.  TAXABLE  INCOME 

HEAD  OF  HOUSEHOLD  &  MARRIED  FILING  JOINTLY 

Over  Not  Over  Rates 

$  1,000  ...1% 

$  1,000  $  3,000  ...$  10.00  plus  2%  on  excess  over  $  1,000 
$  3,000  $  5,000  ...$  50.00  plus  3%  on  excess  over  $  3,000 

$  5,000  $  7,000  ...$110.00  plus  4%  on  excess  over  $  5,000 

$  7,000  $10,000  ...$190.00  plus  5%  on  excess  over  $  7,000 

$10,000  . $340.00  plus  6%  on  excess  over  $10,000 
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NOTE;  Georgia  income  tax  is  based  on  the  income  reported  on  Federal  income  tax  Form 
1040.  There  may  be  differences  as  described  in  the  following  paragraphs. 

Filing  status  must  be  the  same  on  the  Georgia  return  as  on  the  Federal  return,  except  for 
nonresident  military  personnel  (See  "MILITARY  PROVISIONS").  For  example,  if  a  joint 
Federal  return  was  filed,  a  joint  Georgia  return  must  be  filed.  EXCEPTION:  If  one 
member  of  a  military  couple  (i.e.  husband  and  wife  both  on  active  duty)  is  a  Georgia  resident 
and  the  other  is  not,  the  couple  may  file  a  joint  return  and  pro  rate  using  Schedule  J,  or  the 
Georgia  resident  spouse  may  file  "Married  Filing  Separately".  If  you  file  a  Federal  1040  pages 
one  and  two  if  income  is  $40,000  or  more. 

DEDUCTIONS:  Same  as  Federal,  with  the  following  adjustments  to  the  taxpayer's  Federal 
itemized  deductions: 

Subtract  -  (a)  Income  taxes  other  than  Georgia  claimed  as  a  Federal  itemized  deduction; 
(b)  Carry-over  of  deductions  which  the  Federal  and  State  treated  differently  prior  to  1971. 
Deductions  -  If  you  do  not  itemize  on  your  Federal  return  you  must  use  standard  deduction 
on  your  Georgia  return.  Effective  for  1987  if  you  are  single,  or  head  of  household,  the 
standard  deduction  to  be  entered  on  Line  llA  is  $2,300.  If  you  are  married  filing  separately, 
the  standard  deduction  to  be  entered  on  Line  II  is  $1,500.  If  you  are  married  filing  a  joint 
return  the  standard  deduction  to  be  entered  on  Line  llA  is  $3,000.  If  you  use  Line  11  A, 
please  leave  line  12  blank.  The  use  of  tax  tables  on  your  Federal  return  will  not  affect  the 
computation  of  tax  on  your  Georgia  return.  You  must  still  reduce  from  Federal  adjusted  gross 
income  the  allowable  Georgia  standard  deduction  or  allowable  itemized  deductions  and  your 
personal  exemptions  and  credit  for  dependents  as  explained  under  lines  4,  S,  6  and  7  to  arrive 
at  Georgia  taxable  income. 


EXEMPTIONS; 

Individual .  $1,500 

Dependents  (each) .  1,500 


CAPITAL  GAINS  AND  LOSSES;  The  replacement  period  is  24  months.  Same  as  Federal 
on  sale  of  residence  (for  1992,  can  be  replaced  anywhere  in  the  US  for  deferrment. 

CREDITS:  Residents  receive  credit  for  income  taxes  paid  to  other  states  to  the  extent  like 
income  would  be  taxable  in  Georgia. 

PAYMENTS:  Returns  and  payment  in  full  due  15  April.  Estimated  Tax  is  required  of  every 
person  receiving  income  not  subject  to  withholding  in  excess  of  $1,000  and  whose  gross 
income  will  exceed  $1,500,  if  single,  or  $3,000,  if  mamed.  Payments  of  estimated  tax  should 
be  made  on  or  before  15  April,  June,  September  and  January.  A  late  filing  penalty  is  assessed 
at  5%  per  month  of  the  tax  due  with  the  return  but  not  to  exceed  25%.  Penalties  may  be 
waived,  but  interest  may  not  be  waived.  Returns  for  delinquent  years  are  to  be  filed  as 


49 


GEORGIA  -  1993 


required  by  law.  If  return  for  the  current  year,  plus  returns  for  four  prior  years  are  paid  with 
interest,  any  year  prior  to  the  fourth  prior  year  may  not  be  required.  The  returns  for  the  five 
years  received  will  be  reviewed  to  determine,  from  a  revenue  standpoint,  if  it  would  be 
worthwhile  to  require  additional  years.  There  is  no  provision  in  the  Georgia  Code  for  part 
payment  of  taxes  due.  In  summary,  Georgia  has  adopted  the  Internal  Revenue  Code  of  1986 
as  It  existed  on  1/1/93. 

RETIREMENT;  A  special  session  of  the  Georgia  General  Assembly  enacted  laws  changing 
the  taxability  of  pensions.  The  law  provides  an  exclusion  of  up  to  $10,000  of  retirement 
income  for  tax  years  beginning  on  or  after  January  1,  1990.  Each  taxpayer  must  be  62  years 
of  age  or  older,  or  totally' disabled,  and  must  separately  qualify  If  property  is  jointly  owned, 
income  derived  is  allocated  to  each  taxpayer  at  50  percent.  Of  the  $10,000  maximum 
exclusion,  up  to  $4,000  may  be  earned  income.  Part-year  or  non-residents  must  prorate  the 
exclusion.  The  exclusion  will  not  be  allowed  unless  the  date  of  birth,  or  type  and  date  of 
disability,  is  entered  on  Schedule  1 . 

TAX  AUTHORITY:  Department  of  Revenue,  Income  Tax  Division,  Tnnity-Washington 
Building,  Atlanta,  Georgia  30334. 

TO  ORDER  TAX  FORMS;  Please  phone  (404)  656-4293  or  write; 

Georgia  Department  of  Revenue  Forms  Room  124-G  Trinity- Washington  Building  Atlanta, 
Georgia  30334 
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STATE  LAW.  Hawaii  Revised  Statutes,  Sec.  235-1  et  seq. 

TAXPAYERS:  Residents  and  nonresidents  with  gross  income  equal  or  greater  than  the  sum 
of  their  personal  exemption  amount  plus  their  applicable  standard  deduction  amount,  derived 
from  wages  earned  as  an  employee  or  by  "doing  business"  in  Hawaii.  "Doing  business” 
includes  all  activities  engaged  in  or  caused  to  be  engaged  in  with  the  object  of  gam  or 
economic  benefit,  direct  or  indirect,  except  personal  services  performed  as  an  employee  under 
the  direction  and  control  of  an  employer. 

FILING;  See  "TAXPAYERS".  Every  individual,  including  resident  and  non-resident  service 
members,  having  gross  income  which  is  subject  to  taxation  is  required  to  file  a  Hawaii 
income  tax  return. 

MILITARY  PROVISIONS;  (a)  Tax  liability  of  service  members  (and  their  spouses)  who 
served  in  a  combat  zone  or  who  are  POW/MIA  is  treated  the  same  as  under  the  Internal 
Revenue  Code;  (b)  Disability  and  nondisabiiity  retirement  pay  is  excluded  from  gross  income; 
(c)  Deferment  of  payment  of  tax  until  six  months  afler  termination  of  military  service  of 
persons  on  active  duty  whose  ability  to  pay  tax  is  materially  impaired  by  reason  of  military 
service.  No  deferment  is  granted  for  filing  a  return;  (d)  Cost  of  Living  Allowance  (COLA) 
are  taxable  to  those  subject  to  Hawaii  State  Income  Tax. 

DESERT  STORM  PROVISIONS.  Hawaii  follows  the  Internal  Revenue  Code  in  excluding 
from  gross  income  the  military  pay  earned  while  serving  in  a  combat  zone;  also,  the  same 
period  of  extension  is  allowed  as  under  the  federal  law. 

RESIDENTS:  (a)  Every  individual  who  is  domiciled  in  Hawaii;  and  (b)  Every  other 
individual  residing  in  Hawaii  for  other  than  a  transitory  purpose;  (c)  Anyone  in  Hawaii  for 
over  200  days  in  a  single  year  is  presumed  to  be  a  resident,  except  that  no  person  shall  be 
deemed  to  have  gained  or  lost  a  residence  because  of  presence  or  absence  in  compliance  with 
military  or  naval  orders,  engaged  in  aviation  or  navigation,  or  while  a  student  at  any 
institution  of  learning;  (d)  Every  individual  other  than  a  resident  is  a  non-resident.  For 
example,  a  member  of  the  Armed  Services  whose  home  of  record  (domicile)  is  California  but 
IS  stationed  in  Hawaii  in  compliance  with  military  orders,  is  considered  to  be  a  non-resident. 
The  term  "domicile"  means  the  place  where  an  individual  has  a  true,  fixed  permanent  home 
and  principal  establishment,  and  to  which  place  the  individual  has,  whenever  absent,  the 
intention  of  returning. 

INCOME  EXCLUSIONS;  (a)  Any  compensation  received  in  the  form  of  a  pension  for  past 
services;  (b)  Government  payments  and  benefits  to  veterans  and  their  families,  (c)  Dividends 
on  veteran's  government  insurance;  (d)  Benefits  paid  by  Hawaiian  or  other  government 
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retirement  systems;  (e)  Interest  on  Federal  and  State  of  Hawaii  municipal  bonds,  (f)  Gifts, 
inheritances  and  (including  U  S.  savings  bonds)  bequests;  (g)  Life  insurance  proceeds  upon 
death;  (h)  Workman's  compensation  and  insurance,  and  damages  for  bodily  injury  or 
sickness;  (i)  The  first  $1,750  received  as  compensation  for  duty  by  members  of  the  Reserve 
components  of  the  Armed  Forces  of  the  United  States  or  the  Hawaii  National  Guard. 

RATES:  Hawaii  has  adopted  tax  tables  with  8  brackets.  Consult  State's  instruction  booklet 
for  the  specific  amount  of  tax.  For  taxable  years  begirming  after  December  31,  1988,  the 
lowest  rate  is  2  percent,  while  the  maximum  tax  rate  is  10%  of  taxable  income. 

STANDARD  DEDUCTION;  Hawaii  adopts  the  concept  of  the  standard  deduction  but 
provides  amounts  different  from  the  federal  amounts  for  Hawaii  tax  computation.  Standard 
deduction  amounts  have  been  increased  for  ail  filers.  Standard  deductions  for  taxable  years 
beginning  after  December  31,  1988: 

Single . $1,500 

Mamed  filing  joint  or  surviving  spouse.  .  $1,900 

Married  filing  separate . $  950 

Head  of  Household . $1,650 

ITEMIZED  DEDUCTIONS;  (a)  Charitable  contributions  are  deductible  only  as  an  itemized 
deduction;  (b)  Moving  expenses  are  deductible  only  as  itemized  deduction  (c)  Medical 
expenses  applicable  under  the  Internal  Revenue  Code  but  only  to  the  extent  they  are  more 
than  7.5%  of  adjusted  gross  income,  (d)  Unreimbursed  casualty  losses  on  nonbusiness 
property  located  in  Hawaii  in  excess  of  $100  and  10%  of  Hawaii  adjusted  gross  income  if 
filed  timely;  (e)  Dues  to  professional  societies  or  unions;  (f)  Ordinary  business  expenses;  (g) 
The  total  of  certain  miscellaneous  itemized  deductions  is  deductible  only  to  the  extent  that  the 
total  is  more  than  2%  of  adjusted  gross  income. 

EXEMPTIONS: 

Individual .  $1,040 

Spouse .  1 ,040 

Dependents  (each) .  1,040 

Blind/deaf/disabled  persons  ..  .  7,000 

A  person  who  is  eligible  to  be  claimed  as  a  dependent  by  another  taxpayer  may  claim  no 
amount  as  a  personal  exemption.  Social  Secunty  number  is  required  for  dependents  who  are 
1  year  old  or  older  as  of  December  31,  1992. 

CAPITAL  GAINS  OR  LOSSES:  Same  as  under  the  Internal  Revenue  Code.  Except  capital 
gams  are  taxed  at  a  top  rate  of  7  25  percent  for  individuals. 
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CREDITS;  (a)  Hawaii  residents  are  allowed  credit  for  taxes  paid  to  another  jurisdiction  on 
income  attributable  to  sources  outside  Hawaii,  provided  the  other  jurisdiction  does  not  allow  a 
credit  against  its  tax  imposed  by  Hawaii  on  such  income;  (b)  Non-residents  who  sell  Hawaii 
real  property  are  subject  to  tax  withholding  of  5%  of  the  amount  realized  on  the  sale,  but  can 
claim  that  amount  as  a  credit  on  their  non-resident  return;  (c)  For  solar  energy  systems  that 
are  installed  and  placed  in  service  in  Hawaii  after  3 1  December  1 989,  but  before  1  January 
1999,  the  following  tax  credits  may  be  claimed: 

SOLAR  ENERGY  SYSTEMS 
For  the  period  January  1,  1990  through  December  31  1998 

TYPE  TAX  CREDIT  RATE 

New  and  existing  single  family  residential  The  lesser  of 

buildings  35%  or  $1,750 

New  and  existing  multi-unit  buildings  used  The  lesser  of 
primarily  for  residential  purposes  35%  or  $350  per 

building  unit 

New  and  existing  hotel,  commercial,  and  35% 
industrial  facilities 

WIND  ENERGY  SYSTEMS  20% 

Extended  from  January  I  1990  through  December  31  1998 

HEAT  PUMPS 

For  the  period  January  1  1990  dirough  December  31  1998 

TYPE  TAX  CREDIT  RATE 

New  and  existing  single  family  residential  The  lesser  of  20% 
buildings  or  $400 

New  and  existing  multi-unit  buildings  used  The  lesser  of  20% 

primarily  for  residential  purposes  or  $200  per  building  unit 

New  and  existing  hotel,  commercial,  and  20% 
industrial  facilities 

ICE  STORAGE  SYSTEMS 

Installed  and  placed  in  service  after  31  December  1990  but  before  1  January  1999,  the  credit 
is  50%. 

(d)  A  resident  taxpayer  is  allowed  a  tax  credit  for  child  and  dependent  care  provided  he/she 
files  a  Hawaii  individual  income  tax  return  for  a  tax  year  which  he/she  is  not  claimed  as  a 
dependent  by  another  taxpayer  for  Federal  or  Hawaii  tax  purposes,  and  he/she  maintains  a 
household  that  includes  as  a  member  one  or  more  qualifying  members  (dependent  under  age 
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13,  or  spouse,  or  dependent  who  is  physically  or  mentally  incapable  of  canng  for 
himself/herself)  For  taxable  years  beginning  after  December  31,1989,  the  dependent  child 
care  income  tax  credit  ranges  from  1 S  percent  to  25  percent  of  the  employment  related 
expenses.  The  excess  of  the  credit  over  payments  due  shall  be  refimded  to  the  resident 
taxpayer,  including  resident  individuals  who  have  no  income  tax  liability  (e)  Qualifying 
resident  taxpayers  may  claim  the  food  tax  credit.  The  amount  of  the  credit  ranges  from  $110 
per  qualified  exemption  for  taxpayers  with  AGI  under  $6,000  to  $SS  per  qualified  exemption 
for  taxpayers  with  AGI  over  $30,000  Consult  State  Instruction  Booklet  for  proper 
computation. 

For  1993  tax  year,  Hawaii  authonzed  a  general  income  tax  credit  of  $1.00  to  be  applied 
against  taxpayer's  income  tax  liability  which  can  be  multiplied  by  the  number  of  qualified 
exemptions  except  those  for  age  or  disability  For  taxable  years  beginning  after  December  31, 
1988,  and  ending  before  January  1,  1997,  each  qualified  resident  of  Hawaii  may  claim  a 
refundable  medical  service  excise  tax  credit  against  his  or  her  income  tax  liability  The 
amount  of  the  credit  shall  be  4  percent  of  the  amount  paid  by  a  resident  for  qualified  medical 
expenses  during  the  taxable  year  not  to  exceed  the  following  amounts:  $200  for  each  tax 
return,  $400  for  a  resident  individual  65  years  of  age  or  older;  or  $600  for  a  resident 
individual  and  spouse  both  65  years  of  age  or  over  "Qualified  medical  expenses"  is  defined 
as  the  amount  of  medical  expenses  paid  dunng  the  taxable  year  not  be  reduced  by  an 
insurance  reimbursement  which  are  subject  to  the  general  excise  tax.  Any  claim,  including 
amended  claims,  must  be  filed  on  or  before  die  end  of  the  twelfth  month  following  the  close 
of  the  taxable  year  for  which  the  credits  may  be  claimed.  Form  N-858  must  be  completed 
and  attached  to  the  individual's  state  tax  return  to  claim  this  tax  credit. 

1994  TAX  YEAR  PAYMENTS:  Generally,  return  and  payment  due  in  full  20  Apnl 
However,  if  any  date  shown  falls  on  a  Saturday,  Sunday,  or  legal  holiday,  substitute  the  next 
regular  workday  Declaration  of  Estimated  Tax  is  due  on  20  April  from  all  persons  with 
estimated  tax  liability  is  less  than  $500  Estimated  tax  due  in  four  equal  installments  on  20 
April,  20  June,  20  September  and  20  January 

Tax  Law  Changes  CfTectivc  for  1994-  Act  73  Session  Laws  of  Hawaii  1993,  adopted 
certain  provisions  of  the  federal  Internal  Revenue  Code  (except  the  due  dates)  with  respect  to 
individual  estimated  income  taxes.  They  include 

*  Establishing  the  amount  of  required  annual  installments  to  include  the  lesser  of  ( 1 )  100% 
of  the  last  year's  tax,  or  (2)  90%  of  the  current  year's  tax. 

*  Foregoing  the  estimated  tax  penalty  where  there  was  no  tax  liability  from  the  prior  year. 

*  Waiving  the  penalty  for  underpayment  of  estimated  tax  due  to  casualty,  disaster  or  other 
unusual  circumstance.  Also,  waiver  may  apply  by  showing  reasonable  cause  (and  not 
willful  neglect)  dunng  the  tax  year  a  payment  was  due  or  dunng  a  preceding  tax  year  after  a 
taxpayer  becomes  disabled  or  renres  after  reaching  age  62, 


54 


HAWAII  -  1993 


*  Allowing  farmers  and  fishermen  to  make  one  installment  pVment  by  the  20th  day  of 
the  month  following  the  end  of  their  taxable  year.  At  that  time,  the  full  amount  of  any 
estimated  tax  t.e.,  two-thirds  of  the  eventual  tax  shown  on  the  farmer's  or  fisherman's  income 
tax  return  for  the  year  of  the  estimate  must  be  paid.  As  a  result,  calendar-year  farmers  and 
fishermen  are  not  required  to  pay  any  estimated  tax  for  1994  until  January  20,  199S 

*  Allowing  nonresident  aliens  to  pay  three  (not  four)  installments  due  June  20,  September 
20,  and  January  20  (of  the  following  taxable  year).  Also,  50%  of  the  first  required 
installment  shall  be  due  on  the  first  installment  payment. 

*  Applying  the  estimated  requirements  equally  to  fiscal  and  short  tax  year  taxpayers. 

*  In  addition,  the  Act  updates  the  requirement  to  file  and  pay  estimated  taxes.  If  the  tax 
liability  is  under  $500  (formerly  $100),  no  esnmated  tax  declaration  and  payment  are 
required. 

The  Director  of  Taxation  has  the  authonty,  except  in  cases  of  fraud  or  willful  violation  of  the 
law  or  willful  refusal  to  make  a  return  setting  forth  the  information  required  by  law,  to  remit 
penalties  for  any  tax  that  is  delinquent  for  not  more  than  90  days.  Where  penalties  are 
delinquent  for  periods  over  90  days  they  may  be  remitted  through  the  compromise  procedure 
which  requires  the  approval  of  the  Governor 

TAX  AUTHORITY:  State  of  Hawaii,.  Department  of  Taxation,  P  O  Box  259,  Honolulu, 
Hawaii  96809  Request  for  forms:  State  of  Hawaii,  Department  of  Taxation,  Taxpayer 
Services  Branch,  P  O  Box  1425,  Honolulu,  Hawaii  96806-1425.  Phone:  1-800-222-7572  or 
808-587-7572. 
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THERE  WERE  NO  CHANGES  IN  THE  IDAHO  TAX  CODE  FOR  1993 
STATE  LAW:  Idaho  Code  Sec.  63-3001  et  seq. 

TAXPAYERS;  Residents  and  nonresidents  having  a  gross  income  of  $3,300  if  single;  $5,400 
if  married;  and  surviving  spouse  $4,400.  Idaho  is  a  community  property  state. 

FILING:  See  "TAXPAYERS".  Service  members  who  meet  these  requirements  generally, 
must  file  an  Idaho  income  tax  return  although  tax  may  not  be  due.  The  Idaho  filing 
requirement  for  nonresidents  is  the  same  as  for  residents.  The  income  amounts  are,  however, 
Idaho  source  and  not  income  from  all  sources. 

MILITARY  PROVISIONS:  (a)  Service  members  who  are  legal  residents  of  Idaho  and 
maintain  an  abode  elsewhere  are  taxed  on  all  income  regardless  of  source.  However,  an 
individual  on  active  duty  with  the  Armed  Forces  of  the  United  States,  which  duty  is 
continuous  and  uninterrupted  for  120  consecutive  days  or  more,  may  deduct  compensation  for 
service  performed  outside  Idaho  provided  ^propriate  adjustments  are  made  in  his/her 
standard  deduction  amount  and  exemptions  as  described  in  Sec.  63-3022,  Idaho  Code.  A 
nonresident  return  must  be  used  when  an  individual  has  received  active  duty  wages;  (b) 
Service  members  who  are  in  a  POW/MIA  stattis  are  considered  to  be  stationed  outside  Idaho 
and  their  military  pay  is  exempt  from  taxation.  Service  members  outside  the  Continental 
United  States  may  defer  filing  returns  or  paying  taxes  until  six  months  after  the  close  of  their 
tax  year  or  such  further  extension  as  authorized  by  Sec.  7508,  Internal  Revenue  Code;  (c) 
Income  from  a  nonmilitary  job  held  by  a  service  member  (and/or  spouse),  and  from  interest, 
dividends,  capital  gains,  rent,  etc.  is  subject  to  taxation;  (d)  Disability  retirement  pay  and 
sums  forfeited  to  provide  for  a  survivor's  annuity  are  treated  the  same  as  under  the  Internal 
Revenue  Code;  (e)  Nondisability  military  retirement  pay  is  fully  includable  in  income.  To 
qualify  for  a  deduction  on  the  Idaho  income  tax  return  for  military  retirement,  an  Idaho 
resident  must  be  65  years  of  age  or  older  or  at  least  62  and  disabled. 

DESERT  STORM  PROVISIONS;  By  legislation  enacted  early  in  1991,  made  retroactive  to 
August  2,  1990,  Idaho  follows  the  Internal  Revenue  Code  provisions  with  respect  to  pay 
earned  while  in  a  combat  zone  and  extensions  of  time  to  file  returns. 

RESIDENTS:  Resident  is  defined  as  any  individual  who  during  the  tax  year  has  been 
domiciled  in  Idaho  or  has  resided  in  the  State  for  the  entire  year.  Domicile  is  the  place  where 
an  individual  has  his/her  true,  fixed,  permanent  home  and  to  which  he/she  intends  to  return 
whenever  absent.  "Part-year  resident"  is  an  individual  who  enters  or  leaves  Idaho  dunng  the 
tax  year  and  has  resided,  or  was  domiciled,  in  the  State  for  a  period  of  less  than  12  months 
during  the  tax  year.  The  tax  of  such  taxpayer  shall  be  determined  in  the  manner  provided  for 
nonresidents,  as  set  forth  in  Sec.  63-3027A,  Idaho  Code. 
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When  computing  taxable  income  of  a  part-year  or  nonresident  individual,  deductions  and 
exemptions  are  prorated  in  accordance  with  section  63-3027A,  Idaho  Code.  Exemptions  and 
deductions  are  reduced  to  the  proportion  that  the  adjusted  gross  income  of  the  taxpayer  from 
Idaho  sources  bears  to  the  total  adjusted  gross  income  from  all  sources. 


INCOME  EXCLUSIONS:  Same  treatment  as  under  the  Internal  Revenue  Code,  including 
the  Retired  Serviceman's  Family  Protection  Plan  (RSFPP)  exclusion,  disability  and 
nondisability  retirement  pay  of  Armed  Forces  personnel. 


RATES:  TAXABLE  INCOME 


Married  Filing  Jointly, 
Head  of  Household 
or  Surviving  Spouse 

Up  to  $  2.000  .  2.0% 

$  2,000  -  $  4,000...  4.0% 
$  4,000  -  $  6,000...  4.5% 
$  6,000  -  $  8,000...  5.5% 
$  8,000  -  $10,000...  6.5% 
$10,000  -  $15,000...  7.5% 
$15,000  -  $40,000...  7.8% 
over  $40,000...  8.2% 


Single  or  Married 
Filing  Separately 

Up  to  $  1,000  .  2.0% 

$1,000  -  $  2,000...  4.0% 

$  2,000  -  $  3,000...  4.5% 
$  3,000  -  $  4,000...  5.5% 
$  4,000  -  $  5,000...  6.5% 
$  5,000  -  $  7,500...  7.5% 
$  7,500  -  $20,000...  7.8% 
over  $20,000...  8.2% 


NOTE.  Federal  rules  as  they  pertain  to  filing  joint  returns,  head  of  household  returns,  and 
surviving  spouse  returns,  including  splitting  income,  are  applicable  to  Idaho  returns. 

DEDUCTIONS:  Itemized  deductions  are  the  same  as  under  the  Internal  Revenue  Code, 
except:  (a)  State  income  taxes  are  not  deductible;  (b)  Federal  income  taxes  are  not  deductible. 

If  you  do  not  itemize  your  deductions  on  Federal  Schedule  A,  your  standard  deduction  is  the 
amount  permitted  by  Internal  Revenue  Code. 

CAPITAL  GAINS  AND  LOSSES:  Same  treatment  as  under  the  Internal  Revenue  Code. 
Under  1986  reform  act  -  repealed  IRS.  Idaho  has  a  limited  capital  gain  exclusion  for  certain 
types  of  property.  The  holding  periods  and  the  types  of  property  which  qualify  for  capital 
gains  deductions  are  explained  on  Idaho  Form  CG. 

CREDITS:  Residents  are  allowed  credit  for  taxes  paid  to  other  states  on  income  from 
sources  within  those  states.  Credit  caimot  exceed  the  smaller  of  that  portion  of  Idaho  tax 
before  credit  equal  to  the  fraction  of  Idaho  income  subject  to  tax  in  another  state,  or  the 
amount  of  tax  actually  paid  the  other  state 
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A  grocery  credit  of  $15  per  person  is  allowed  against  income  tax  due  to  compensate  for  sales 
tax  paid  on  purchased  food  items.  This  credit  is  available  only  to  resident  individuals  of 
Idaho.  The  $10  Permanent  Building  Fund  Tax  is  in  effect  this  year. 

PAYMENTS:  Returns  and  tax  in  full  due  the  fifteenth  day  of  the  fourth  month  following  the 
end  of  the  tax  year.  Penalty  for  failure  to  file  a  return  is  5%  per  month  of  .the  unpaid  tax  to  a 
maximum  of  25%,  plus  interest  at  12%  per  annum.  There  is  a  50%  penalty  for  fraud.  Statute 
of  limitations  does  not  £4}ply  until  a  return  is  filed.  Therefore,  returns  may  be  required  as  far 
back  as  there  was  a  requirement  to  file. 

RETIREMENT  PAY :  Idaho  is  not  effected  by  the  case  of  Davis  v.  Michigan  Department  of 
Revenue,  (1989)  103  L.Ed.2d  891,  concerning  the  taxation  of  federal  retirements.  Idaho  does 
not  discriminate  against  military  retirements.  Idaho  has  allowed  and  continues  to  allow  a 
partial  exclusion  of  military  retirement  benefits  when  certain  age  and  other  limitations  are 
met.  The  exclusions  are  explained  in  the  taxpayer's  instruction  booklet. 

TAX  AUTHORITY;  State  of  Idaho,  Department  of  Revenue  and  Taxation,  State  Tax 
Commission,  Income  Tax  Division,  P  O  Box  36,  Boise,  Idaho  83722.  (208)  334<7530 
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STATE  LAW;  Illinois  Compiled  Statutes,  35  ILCS  5/101  -  5/1701 

Please  note  further  that  the  statute  books  are  published  bi -yearly.  Therefore  you  should 

consult  its  supplement  for  subsequent  changes. 

TAXPAYERS;  Every  individual  earning  or  receiving  income  in  or  as  a  resident  of  this  state, 
Ill.  Com.  Stat.  35  ILCS  5/502(a). 

FILING;  Persons  liable  for  Illinois  income  tax,  and  residents  required  to  file  a  federal 
income  tax  return  regardless  of  liability  for  Illinois  income  tax.  Ill.  Com.  35  ILCS  5/502 
(a)(l)(2). 

MILITARY  PROVISIONS; 

a.  Ill.  Com.  Stat.  35  ILCS  5/203(a)(2)(E)  provides  for  a  subtraction  modification  (i.e., 
a  deduction)  in  the  computation  of  Illinois  base  income  for  "any  compensation  (including  but 
not  limited  to  any  compensation  paid  or  accrued  to  a  serviceman  while  a  POW  or  MIA)  paid 
to  a  resident  by  reason  of  being  on  active  duty  in  the  Armed  Forces  of  the  (U  S.)... 

If  military  compensation  qualifying  for  the  Ill.  Com.  Stat.  35  ILCS  5/2-203(a)(2)(E) 
subtraction  modification  is  the  only  source  of  income,  the  resident  individual  service  member 
will  not  have  to  pay  Illinois  income  tax.  However,  he/she  will  be  required  to  file  an  Illinois 
income  tax  return. 

b.  Section  112(d)  Internal  Revenue  Code  specifically  excludes  from  gross  income 
compensation  received  for  active  service  as  a  member  of  the  U  S.  Armed  Force  for  any  month 
during  any  part  of  which  such  member  is  a  (POW/MIA)  dunng  the  Vietnam 

conflict  as  a  result  of  that  conflict.  Since  this  income  is  excluded  from  gross  income  it  will 
not  enter  into  the  computation  of  adjusted  gross  income.  As  this  is  the  starting  point  for 
Illinois  taxation  and  as  Illinois  has  no  add  back  for  this  income,  it  will  not  enter  into  the 
calculation  of  Illinois  base  income.  Therefore,  the  net  effect  is  the  same,  the  income  is  not 
subject  to  tax.  Since  it  is  the  compensation  that  is  excluded  (under  Section  112(d)  IRC),  any 
recipient  of  it  (including  the  spouse)  is  entitled  to  the  exclusion.  In  this  way  Section  112(d) 
IRC  applies  to  spouses. 

c.  Disability  income  from  military  sources  is  excludable. 

d.  Military  retirement  pay  is  included  in  federal  gross  income.  Military  retirement  pay  is 
excluded  from  Illinois  base  income  because  it  is  a  distribution  from  a  retirement  plan  for 
employees  of  a  governmental  unit.  Ill  Com.  Stat.  35  ILCS  5/203(a)(2)(F). 
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DESERT  STORM  PROVISIONS:  Ill  Com.  Stat.  35  ILCS  5/602(b),  provides  that  if  a 
taxpayer  was  a  member  of  the  United  States  Armed  Forces  serving  in  a  combat  zone  and 
subject  to  a  filing  extension  in  accordance  with  Presidential  proclamation  pursuant  to 
Section  7508  of  the  Internal  Revenue  Code,  no  interest  or  penalty  shall  be  applicable  for  the 
taxable  year  ending  on  and  after  December  31,  1990. 

Ill  Com.  Stat.  35  ILCS  5/203(a)(2)(R)  permits  a  subtraction  (deduction)  from  adjusted  gross 
income,  to  the  extent  included  therein,  for  an  amount  equal  to  the  amount  of  any  federal  or 
state  bonus  paid  to  veterans  of  the  Persian  Gulf  War. 

INCOME  EXCLUSIONS;  See  "Military  Provisions".  Income  excluded  from  federal  gross 
income  will  be  excluded  from  the  computation  of  Illinois  base  income  unless  there  is  a 
specific  addition  modification  requiting  that  an  item  of  income  be  added  to  federal  adjusted 
gross  income.  Illinois  does  require  federally  excluded  interest  income  to  be  added  back  for 
Illinois  purposes  in  the  computation  of  Illinois  base  income  (Ill.  Com.  Stat.  35  ILCS 
5/203(a)(2)(A-R)  lists  specific  addition  and  subtraction  modifications). 

RATES;  Public  Act  88*89  made  the  temporary  income  tax  surcharge  permanent.  As  a 
result,  the  3%  individual  income  tax  rate  never  did  revert  to  lower  rate.  The  references  to 
subsections  (4)  (5)  of  section  201  of  the  Illinois  Income  Tax  Act  should  be  deleted  as  those 
subsections  no  longer  exist. 

DEDUCTIONS;  Illinois  has  certain  specific  subtraction  modifications  which  are  in  the 
nature  of  deductions.  See  Ill.  Com.  Stat.  35  ILCS  5/203(a)(2)(E-R). 

EXEMPTIONS;  Each  resident  taxpayer  is  allowed  a  basic  standard  exemption  of  $1,000, 
plus  an  additional  $1,000  for  each  exemption  in  excess  of  one  allowed  under  Section  151, 
Internal  Revenue  Code.  For  taxable  years  ending  on  or  after  January  1,  1990  an  addition 
$1,000  exemption  is  allowed  both  to  taxpayer  and  spouse  if  both  are  65  years  of  age  or  older. 
Also,  for  taxable  years  ending  on  or  after  January  1,1990,  an  additional  $1,000  exemption  as 
allowed  to  taxpayer  and  spouse  who  are  blind.  Nonresident  and  part-year  resident  taxpayers 
must  prorate  the  exemption  amount  based  on  the  ratio  of  "Illinois  income"  to  total  base 
income  Ill.  Com.  Stat.35  ILCS  5/204  This  provision  was  amended  by  P  A.  87-880  to 
provide  that  for  taxable  years  ending  on  or  after  December  31,  1992,  a  taxpayer  claimed  as  a 
dependent  on  another  person's  tax  return  under  the  IRC  of  1986,  shall  not  be  allowed  any 
basic  amount  under  the  subsection 

PAYMENTS  Due  on  or  before  the  15th  day  of  the  fourth  month  following  the  close  of  the 
taxable  year  Ill  Com.  Stat.  35  ILCS  /601(a)&(b)  read  in  the  light  of  Ill.  Com.  Stat.  35  ILCS 
5/502(a)(2)  Effective  1-1-94  a  new  Uniform  Penalty  and  Interest  Act  (35  ILCS  735/3  et  seq.) 
is  incorporated  into  Section  1001  of  the  Illinois  Income  Tax  Act  and  sets  the  penalty  rate  for 
failure  to  file  returns  Effective  January  1,  1994,  the  penalty  for  failure  to  file  will  be  5%  of 
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the  amount  of  the  tax  required  to  be  shown  due  on  the  return  for  the  failure  to  file  the  tax 
return  on  or  before  the  due  date  prescribed  for  filing,  with  regard  for  any  extension  of  time 
for  filing  (Section  3-3(a)  of  the  Uniform  Penalty  and  Interest  Act). 

PENALTY  FOR  UNDERPAYMENT  OF  ILLINOIS  INCOME  TAXES  (35  ILCS  5/1005) 
Effective  January  I,  1994,  the  penalty  for  underpayment  of  income  taxes  is  calculated  at  the 
rate  set  forth  in  Section  3-3(b)  of  the  Uniform  Penalty  and  Interest  Act.  Section  3-3(b)  of 
the  UPIA  provides  for  a  penalty  of  1 5%  of  the  tax  shown  due  on  the  return  or  the  tax 
required  to  be  shown  due  on  the  return  shall  be  imposed  for  failure  to  pay  "the  tax  shown 
due  on  the  return  on  or  before  the  due  date  prescribed  for  payment  of  that  tax,  an  amount  of 
underpayment  of  estimated  tax,  or  an  amount  that  is  reported  in  an  amended  return  other 
than  an  amended  return  timely  filed  as  required  by  subsection  (b)  of  Section  506(requirement 
to  file  amended  Illinois  returns  in  response  to  federal  changes)  of  the  Illinois  Income  Tax 
Act..  ."  Section  3-3(b)  also  provides  for  a  penalty  of  15%  of  the  tax  shown  or  required  to  be 
shown  due  for  failure  to  pay  "the  full  amount  of  any  tax  required  to  be  shown  due  on  a 
return  and  which  is  not  shown...  within  21  days  after  a  notice  of  arithmetic  error,  notice  and 
demand,  or  a  final  assessment  is  issued  by  the  Department.” 

TAX  AUTHORITY:  State  of  Illinois,  Department  of  Revenue,  101  W.  Jefferson  Street, 
Spnngfield,  IL  62708,  Phone  (217)  785-  8203 
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STATE  LAW:  Indiana  Adjusted  Gross  Income  Tax  Act  of  1963,  as  amended. 

TAXPAYERS:  Every  resident  with  a  gross  income  in  excess  of  his/her  total  Indiana 
exemptions;  every  nonresident  with  a  gross  income  from  an  Indiana  source. 

FILING.  Service  members  who  are  legal  residents  of  Indiana  are  required  to  file  Indiana 
income  tax  returns  regardless  of  the  period  of  absence  from  the  State.  Married  persons  may 
file  joint  or  separate  returns;  however,  the  same  method  must  be  used  for  Indiana  as  for 
Federal. 

MILITARY  PROVISIONS:  (a)  Service  members  who  are  legal  residents  of  Indiana  and 
maintain  a  place  of  abode  in  another  jurisdiction  are  subject  to  Indiana  taxation.  A  deduction 
up  to  $2,000  is  allowed  on  military  income,  (b)  A  service  member,  or  the  surviving  spouse  (if 
he/she  is  60  years  old  on  the  last  day  of  the  tax  year)  is  entitled  to  a  deduction  for  the  first 
$2,000  of  military  retirement  or  survivor's  benefits,  received  during  the  tax  year;  (c) 
Reduction  in  taxable  income  under  the  Retired  Serviceman's  Family  Protection  Plan  (RSFPP) 
and  Survivors'  Benefit  Plan  (SBP)  is  recognized  for  Indiana  tax  purposes;  (d)  Disability  pay 
may  be  partially  excludable;  (e)  Compensation  received  by  active  reserve  members  of  the 
Armed  Forces  is  subject  to  taxation  in  the  same  manner  as  active  duty  pay. 

DESERT  STORM  PROVISIONS;  Military  pay  earned  while  on  active  duty  in  a  combat  zone 
is  excluded  from  income,  to  the  same  degree  as  under  Federal  law.  In  addition,  the  Governor 
of  Indiana  signed  an  Executive  Order  (#91-11,  September  1991)  which  (1)  waives  penalties 
and  interest  incurred  because  of  late  filing  of  1990  tax  returns  by  Indiana  residents  who 
served  in  a  combat  zone;  (2)  establishes  that  returns  will  be  timely  if  filed  within  210  days  of 
the  date  the  member  left  the  combat  zone;  (3)  forgives  any  outstanding  liability  owed  by 
Indiana  residents  killed  in  action  during  Operation  Desert  Storm;  and  (4)  forgives  interest  and 
penalties  that  accrued  on  past  liabilities  owed  by  Indiana  residents  who  served  m  Operahon 
Desert  Storm  for  the  period  of  that  service  and  for  an  additional  180  days. 

RESIDENTS:  Resident  is  defined  as  any  individual  domiciled  (at  any  time)  in  the  State 
during  the  tax  year  or  any  individual  who  maintains  a  permanent  place  of  residence  within  the 
State.  (Note:  Military  personnel  are  residents  of  Indiana  if  their  home  of  record  is  Indiana. 

INCOME  EXCLUSIONS;  Same  as  under  the  Internal  Revenue  Code. 

RATES.  Effective  January  1,  1988,  the  tax  rate  is  3  4%,  for  1987  the  rate  is  3  2%  of  Indiana 
Adjusted  Gross  Income  less  exemptions.  For  tax  years  1980,  1981,  1982  and  1983,  the  tax  rate 
was  1.9%.  For  tax  years  prior  to  1978  the  rate  was  2%,  1979  tax  rate  1.7%. 
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INCOME;  The  Internal  Revenue  Code  as  amended  and  in  effect  on  1  January  1985  is 
recognized  by  Indiana  as  the  basis  for  determining  adjusted  gross  income  with  the  following 
adjustments; 

Subtract  —  (a)  Income  exempt  from  state  tax;  (b)  Amount  for  personal  exemptions  permitted 
from  State  law. 

Add  ”  (a)  An  amount  equal  to  any  deduction  taken  from  Federal  gross  income  for  state  and 
local  taxes  paid;  (b)  An  amount  equal  to  any  deduction  taken  for  interest  from  an  All-Saver's 
Certificate;  (c)  An  amount  equal  to  any  deduction  taken  on  the  federal  return  for  the 
"marriage  penalty;"  (d)  An  amount  equal  to  the  ordinary  income  portion  of  "lump  sum" 
distributions. 

DEDUCTIONS;  Income  subject  to  tax  in  a  non-Indiana  city,  county  or  other  such  district 
qualifies  for  the  Non-Indiana  Locality  Earnings  Deduction.  The  allowable  deduction  is  the 
actual  amount  of  income  received  which  is  taxable  to  a  non-Indiana  political  subdivision  or 
$2,000,  whichever  is  less.  To  qualify  you  must  be  an  Indiana  resident.  You  may  not  claim 
income  taxable  to  another  state,  only  a  locality  within  another  state. 

EXEMPTIONS.  Personal  and  Dependent.  A  taxpayer  is  allowed  a  $1,000.00  exemption  for 
each  exemption  he/she  is  entitled  to  claim  for  Federal  purposes.  This  includes  extra 
exemptions  claimed  for  age  over  65  and/or  blindness.  Additional  exemption  for  income  has 
been  repealed  effective  I  January  1985.  (Note;  personal  exemptions  were  increased  to 
$1,000.00  regardless  of  income). 

Nonresident  and  part-year  resident  taxpayers,  including  military  members  and  their  families, 
must  reduce  their  total  amount  of  deductions  for  exemptions  to  an  amount  which  bears  the 
same  ratio  to  the  total  exemptions  as  the  taxpayer's  income  taxable  in  Indiana  bears  to  his 
total  income. 

CAPITAL  GAINS  AND  LOSSES;  Same  as  under  the  Internal  Revenue  Code. 

CREDITS;  An  Indiana  resident  who  denves  income  from  another  state  and  pays  tax  to  both 
Indiana  and  the  other  state,  will  be  allowed  a  credit  for  the  tax  paid  to  the  other  state,  unless 
the  other  state  allows  him/her  a  nonresident  credit.  Non  residents  who  pay  taxes  to  Indiana 
may  take  a  credit  for  this  tax  in  their  domiciliary  state  if  that  state  allows  a  similar  credit  to 
residents  of  Indiana. 

PAYMENTS;  Return  and  tax  in  full  due  15  Apnl.  Residents  are  required  to  file  Declaration 
of  Estimated  Tax  Returns  if  their  tax  liability  to  the  State  is  in  excess  of  $100  above  with 
holding. 
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NOTE;  Resident  service  members  'Who  incur  an  annual  State  income  tax  liability  of  $100  or 
greater  are  required  to  file  a  Declaration  of  Estimated  Tax  Return  with  Indiana  and  prepay 
their  tax  on  a  quarterly  installment  basis.  As  Indiana  now  requires  the  withholding  of  state 
income  tax  on  resident  service  members  an  estimated  tax  is  not  required  where  the  tax 
liability  does  not  exceed  the  withholding  by  $100  or  more.  The  Department  of  Revenue  has 
no  authority  to  waive  interest  or  to  compromise  the  tax  liability.  In  isolated  cases  the 
penalties  may  be  waived. 

NOTE;  (COUNTY  ADRJSTED  GROSS  INCOME  TAX  (CAGIT));  Since  1973  any  service 
member  who  entered  the  Armed  Forces  as  a  resident  of  an  Indiana  county  which  adopted  the 

CAGIT  is  subject  to  said  tax.  All  nonresident  service  members  stationed  in  Indiana  will  not 
be  subject  to  the  CAGIT.  However,  the  spouse's  income  is  subject  to  the  CAGIT  if,  as  of  1 
January,  his/her  principal  place  of  business  or  employment  was  located  in  a  county  that  has 
adopted  the  tax.  Effective  1  January  1979,  a  service  member,  who  as  of  1  January,  is 
maintaining  his/her  legal  residence  in  an  adopting  county  in  Indiana  but  who  is  stationed  in 
another  county,  state,  or  country  is  not  liable  for  county  taxes.  (Service  members  stationed  in 
another  country  or  state  on  1  January  should  be  entitled  to  enter  "OOS",  (out-of-state),  in  the 
county  of  residence  box  on  the  tax  return. 

COUNTY  OPTION  INCOME  TAX  (COIT);  The  1984  Indiana  General  Assembly  enacted 
legislation  which  provides  for  the  imposition  of  a  County  Option  Income  Tax  (COIT),  This 
county  tax  is  separate  from  the  County  Adjusted  Gross  Income  Tax  (CAGIT)  but  follows  the 
same  guidelines  with  regard  to  determining  who  is  subject  to  the  tax  based  on  county  of 
residency  and  principal  work  activity  on  January  1  of  the  tax  year.  The  major  difference 
between  the  two  county  taxes  (CAGIT  and  COIT)  is  the  rate.  The  COIT  rates  initially 
imposed  will  increase  yearly  until  the  maximum  rate  specified  in  the  law  and  adopted  by  the 
county  IS  reached. 

COUNTY  ECONOMIC  DEVELOPMENT  INCOME  TAX  (CEDIT);  Thirty-five 
Indiana  counties  have  adopted  a  County  Economic  Development  Income  Tax  (CEDIT), 
Adams,  Allen,  Blackford,  Carroll,  Cass,  Clinton,  Crawford,  Delaware,  Dubois,  Elkhart, 

Floyd,  Franklin,  Fulton,  Hendncks,  Jay,  Miami,  Martin,  Morgan,  Perry,  Pike,  Pulaski, 
Pumam,  Randolph,  Ripley,  Shelby,  Spencer,  Starke,  Tippecanoe,  Tipton,  Union,  Warren, 
Wamck,  Washington,  Wayne,  and  White.  This  tax  is  separate  from  County  Adjusted  Gross 
Income  Tax  (CAGIT)  and  County  Option  Income  Tax  (COIT)  but  follows  the  same 
guidelines  with  regard  to  determining  who  is  subject  to  the  tax  based  on  county  of  residency 
and  pnncipal  work  activity  on  January  1  of  the  tax  year  The  major  difference  between 
CEDIT  and  the  other  two  county  taxes  (CAGIT  and  COIT)  is  the  rates.  CEDIT  is  a  fixed 
rate  determined  by  each  individual  county  that  adopts  the  tax. 
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RETIREMENT  INCOME;  The  case  of  Davis  v.  Michigan  Department  of  Revenue,  (1989), 
489  U  S.  803,  103  L.Ed.2d  891,  concerning  taxation  of  federal  retirements,  has  no  direct 
impact  upon  the  application  of  Indiana  law  TAX  AUTHORITY:  Indiana  Department  of 
State  Revenue,  Income  Tax  Division,  100  North  Senate  Avenue,  Indianapolis,  Indiana  46204. 
(317)  232-4578 

TO  ORDER  FORMS  Send  wntten  requests  to  Indiana  Department  of  Revenue,  Returns 
Processing  Center,  100  North  Senate  Avenue,  Indianapolis,  Indiana  46204.  (317)  486-5103 
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STATE  LAW.  Iowa  Code  Sec.  422. 1  et  seq. 

TAXPAYERS:  Every  resident,  part-year  resident,  or  nonresident  of  Iowa  who  has  a  net 
income  of  more  than  $9,000  (single  filing  status)  or  13,500  (all  other  filing  status)  is  required 
to  file  an  Iowa  income  tax  return.  Individuals  who  are  claimed  as  dependents  must  file  a 
return  if  their  income  is  $4,000  or  more 

A  nonresident  of  Iowa  is  not  required  to  file  if  with  Iowa  source  income  is  less  than  $1,000, 
unless  subject  to  Iowa  lump-sum  tax  or  Iowa's  minimum  tax. 

The  combined  income  of  both  husband  and  wife  must  be  considered  in  meeting  the  above 
filing  requirements. 

A  nonresident  is  to  complete  the  Iowa  return  as  if  all  incomes  and  deductions  are  attnbutable 
to  Iowa.  The  resulting  tax  is  then  allocated  to  Iowa  in  the  ratio  of  the  individual's  income 
from  Iowa  sources  to  the  income  from  all  sources 

FILING  See  'TAXPAYERS ''  and  "MILITARY  PROVISIONS" 

MILITARY  PROVISIONS  (a)  A  resident  of  Iowa  in  the  Armed  Forces  is  subject  to  Iowa 
income  tax  on  all  income,  including  military  pay,  regardless  where  earned,  (b)  Renred 
Serviceman's  Family  Protection  Plan  (RSFPP)  and/or  Survivors'  Benefit  Plan  (SBP) 
exclusions  are  treated  the  same  as  under  the  Internal  Revenue  Code 

NOTE:  Active  duty  military  pay  was  exempt  from  Iowa  income  tax  from  January  1.  196^ 
through  December  31,  1976 

DESERT  STORM  PROVISIONS  There  is  a  total  Iowa  income  tax  exemption  for  active 
duty  military  pay  of  persons  in  the  national  guard  and  the  armed  forces  military  reserve  for 
acnve  duty  military  pay  received  on  or  after  August  2.  1990.  pursuant  to  military  orders 
relating  to  Operation  Desert  Shield/Storm  This  applies  only  to  these  two  categories  of 
personnel,  it  does  not  apply  to  regular  military  members  It  is  not  necessary  that  members 
of  the  guard  and  reserve  actually  served  m  the  Persian  Gulf  area,  only  that  they  were  called 
to  active  duty  due  to  Desert  Shield  Storm 


IOWA  -  1993 


If  the  1990  Iowa  income  tax  return  has  already  been  filed,  an  amended  1990  return  may 
be  filed  to  exclude  the  exempt  military  pay  which  will  result  in  a  refund.  The  amended 
return  should  be  filed  on  a  1990IA1040  or  IA1040A  with  " AMENDED/DESERT  STORM" 
marked  across  the  top  of  the  return.  Attach  a  copy  of  the  unit  orders  that  called  the  member 
to  active  duty  to  the  amended  return.  All  amended  returns  should  be  mailed  to  the  following 
address; 

ATT:  AMENDED/DESERT  STORM 
Edit  &  Correspondence  Unit 
Return  Resolution  Section 
Financial  Management  Division 
Hoover  State  Office  Building 
Des  Moines,  lA  50319 

If  an  individual  is  killed  outside  the  United  States  in  military  action  or  due  to  terrorist 
action,  the  individual's  Iowa  income  tax  is  forgiven  for  the  year  in  which  the  death  occurred, 
and  also  the  preceding  year.  If  the  individual  was  single,  or  married  filing  a  joint  return,  the 
entire  tax  liability  will  be  forgiven.  If  the  taxpayer  was  married  and  filed  separately  on  a 
combined  return,  only  the  portion  of  the  tax  pertaining  to  the  spouse  who  was  killed  will  be 
forgiven. 

RESIDENTS:  Resident  is  defined  as  an  individual  domiciled  in  Iowa,  any  military  personnel 
whose  home  of  record  is  Iowa,  or  any  other  individual  who  maintains  a  permanent  place  of 
abode  within  Iowa. 

INCOME  EXCLUSIONS:  Net  income  is  generally  the  same  as  the  Federal  adjusted  gross 
income.  However,  interest  and  dividends  from  Federal  securities  are  not  to  be  included  in 
Iowa  net  income.  Interest  and  dividends  from  state  and  municipal  securities,  other  than  Iowa 
Board  of  Regents  bonds  and  certain  Iowa  Urban  Renewal  bonds,  and  interest  and  dividends 
from  mutual  funds  that  are  tax  exempt  on  the  Federal  level  are  to  be  included  in  Iowa  net 
income.  There  is  a  disability  income  exclusion  which  is  calculated  on  form  lA  2440. 

TAX  RATES  SCHEDULE 
TAXABLE  INCOME  IS: 


Qvgr 

Not  Over 

Tax  Rate 

QtE2C£SSS.Qy£r 

$  0 

1,060 

0.00  plus 

.40% 

$  0 

1,060 

2,120 

4.24  plus 

.80% 

1,060 

2,120 

4,240 

12.72  plus 

2.70% 

2.120 

4,240 

9,540 

69.96 -plus 

5.00% 

4,240 
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Qyfii 

Not  Over 

Iax_Rate  Of  Excess  Over 

9,540 

15,900 

334.96  plus 

6.80% 

9,540 

15,900 

21,200 

767.44  plus 

7.20% 

15,900 

21,200 

31,800 

1,149.04  plus 

7.55% 

21,200 

31,800 

47,700 

1,949.34  plus 

8.80% 

31,800 

47,700 

and  over 

3,348.54  plus 

9.98% 

47,700 

BEDUCHQNS: 

(a)  Standard  deduction  is  a  flat  $3,270  for  the  following  filing  status; 

(1)  married  filing  joint  returns; 

(2) unmarried  Head  of  household;  and 

(3)  surviving  Spouse. 

Standard  deduction  is  a  flat  $1,330  for  the  following  filing  statuses: 

(1)  single; 

(2)  married  filing  separately  on  combined  returns;  and 

(3)  married  filing  separate  returns. 

(b)  If  you  itemize  deductions,  Iowa  income  tax  is  not  a  deduction.  Adoption  costs  are  an 
allowable  deduction  to  the  extent  the  expenses  exceed  3%  of  the  Iowa  net  income. 
Individuals  may  itemize  deductions  for  Iowa  income  tax  purposes  even  though  the  standard 
deduction  is  used  on  the  Federal  income  tax  return.  A  deduction  for  expenses  incurred 

for  care  of  a  disabled  relative  not  to  exceed  $5,000  in  the  taxpayer's  residence  is 
available. 

EXEMPTIONS:  See  "CREDITS". 

CAPITAL  GAINS  AND  LOSSES:  Same  treatment  as  under  the  Internal 
Revenue  Code. 


CREDITS:  Individual . $20 

Married  Couple  or  head 

of  Household .  40 

Dependents  (each) .  15 

blind  or  over  65  (additional) .  20 
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An  additional  tax  credit  is  allowed  for  income  taxes  paid  by  Iowa  residents  to  other  states  in 
which  such  income  was  earned  equal  to  that  state's  tax  on  that  income  but  not  greater  than  the 
Iowa  tax  on  same  income,  except  for  Illinois.  Iowa  has  a  reciprocal  agreement  with  Illinois. 

PAYMENTS:  Returns  for  the  past  year  showing  tax  due  are  normally  due  on  30  April. 
Estimated  Tax  for  the  current  year  is  required  only  if  it  can  reasonably  be  expected  that  a 
person's  income  not  subject  to  withholding  will  result  in  an  Iowa  tax  liability  of  $200  or 
more.  The  estimated  tax  is  to  be  paid  quarterly.  Installments  are  due  on  April  30,  June  30, 
September  30,  and  January  31.  Military  pay  of  an  Iowa  resident  is  subject  to  withholding. 

NOTE:  There  is  no  statute  of  limitations  for  the  failure  to  file  an  Iowa  income  tax  return. 

For  additional  information  or  for  forms  contact:  Taxpayers  Service  Section,  Iowa 
Department  of  Revenue  and  Finance,  P.O.  Box  10457,  Des  Moines,  Iowa  50306. 

RETIREMENT  INCOME:  The  case  of  Davis  v.  Michigan  Department  of  Revenue.  (19891. 
489  U.S.  803,  103  L.Ed.2d  891,  concerning  the  taxation  of  federal  retirements,  has  no  direct 
impact  upon  the  application  of  Iowa  law.  Beginning  in  1989,  retirement  benefits  received 
by  federal  retirees  are  treated  the  same  as  retirement  benefits  received  by  retirees  of  State  or 
local  subdivisions  of  the  State. 

TAX  AUTHORITY  AND  FORMS:  State  of  Iowa,  Department  of  Revenue  and  Finance, 
Hoover  State  Office  building,  Des  Moines,  Iowa  503 1 9. 

FOR  INFORMATION:  Call  Taxpayer  Services  at  (515)  281-3114. 
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STATE  LAW:  Kansas  Statutes  Annotated,  Sec.  79-3201  et  seq. 

TAXPAYERS:  Residents  and  nonresidents  receiving  income  within  the  State,  who,  if  single 
had  a  gross  income  in  excess  of  $5,000;  or  if  married  and  not  living  with  spouse,  has  gross 
income  in  excess  of  $4,500;  or,  who,  if  married  and  living  with  spouse,  has  a  gross  income  in 
excess  of  $9,000. 

FILING:  See  "TAXPAYERS  .  If  these  requirements  are  met,  a  Kansas  income  tax  return 
must  be  filed  regardless  of  tax  liability  or  present  duty  station. 

MILITARY  PROVISIONS;  (a)  Residents  serving  in  the  Armed  Forces  are  subject  to  Kansas 
taxation  on  their  service  pay  regardless  where  stationed,  unless  in  a  combat  zone  (See  below); 
(b)  Compensation  received  as  a  POW/MIA  is  not  taxed;  (c)  Disability  retirement  pay 
treatment  is  the  same  as  under  the  Internal  Revenue  Code;  (d)  Survivor  Benefit  Plan:  Funds 
received  by  survivors  of  deceased  armed  forces  members  shall  be  treated  as  ordinary 
military  retirement  benefits  for  Kansas  income  tax  purpose.  Thus,  said  benefits  shall  be 
exempt  from  Kansas  income  tax  for  all  taxable  years  commencing  after  December  31,  1991 
(e)  military  retirement  pay  shall  be  exempt  from  Kansas  state  taxation  for  all  taxable  years 
commencing  after  31  December  1991. 

DESERT  STORM  PROVISIONS:  Kansas  follows  the  federal  laws  regarding  active  duty  pay 
earned  while  in  a  combat  zone,  so  that  pay  excluded  from  income  for  federal  purposes  is  also 
excluded  for  Kansas  purposes.  Kansas  also  allows  for  an  extension  in  filing  returns,  and  does 
not  assess  penalties  or  interest  during  the  period  of  extension.  RESIDENTS:  Any  individual 
who  is  domiciled  in  Kansas  or  spends  in  the  aggregate  more  than  six  months  of  the  tax  year 
in  the  State.  "Residents"  included  any  individual  whose  last  permanent  household  was  in 
Kansas  and  who  has  not  established  another  permanent  household  in  some  other  state. 

INCOME  EXCLUSIONS:  The  Kansas  adjusted  gross  income  of  an  individual  means  such 
individual’s  federal  adjusted  gross  income  for  the  taxable  year  with  the  modifications 
specified  below: 

There  shall  be  added  to  federal  adjusted  gross  income: 

Interest  income  less  any  related  expenses  directly  incurred  in  the  purchase  of  state  or  local 
obligations,  to  the  extent  not  included  in  federal  adjusted  gross  income,  on  obligations  of  any 
state  or  political  subdivision,  issued  prior  to  January  1,  1988. 

There  shall  be  subtracted  from  i  ederal  adjusted  gross  income: 

(a)  Interest  or  dividend  income  on  obligations  or  securities  of  any  authority,  commission 
or  instrumentality  of  the  United  States ’and  its  possessions  less  any  related  expenses  directly 
incurred  in  the  purchase  of  such  obligations  or  securities,  to  the  extent  included  in  federal 
adjusted  gross  income  but  exempt  from  state  income  taxes  under  the  laws  of  the  United 
States. 
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(b)  Any  amounts  received  which  are  included  in  federal  adjusted  gross  income  but  which 
are  specifically  exempt  from  Kansas  income  taxation  under  the  laws  of  the  state  of  Kansas. 

(c)  Amounts  received  as  annuities  under  the  federal  civil  service  retirement  system  from 
the  civil  service  retirement  and  disability  fund  and  other  amounts  received  as  retirement 
benefits  in  whatever  form  which  were  earned  for  being  employed  by  the  federal  government 
or  for  service  in  the  armed  forces  of  the  United  States.  For  a  comprehensive  listing  of 
modifications,  consult  K.S.A.  79-32,117. 

RATES:  A  tax  will  be  imposed  upon  the  Kansas  taxable  income  in  accordance  with  the 
following  tax  schedules. 

SCHEDULE  I 
MARRIED  FILING  JOINT 


If  Kansas  taxable  income  is: 
Over  But  not  Over 

$  0  $30,000 

$30,000  $60,000 

$60,000 


Rates 

3.50%  of  Kansas  taxable  income 
$1050  plus  6.25%  of  excess  over  $30,000 
$2925  plus  6.45%  of  excess  over  $60,000 


SCHEDULE  n  SINGLE,  HEAD  OF  HOUSEHOLD  OR 
MARRIED  FILING  SEPARATE 


If  Kansas  taxable  income  is: 
Over  But  Not  Over 

$  0  20,000 

$20,000  30,000 

$30,000 


Rates 

4.40%  of  Kansas  taxable  income 

$880  plus  7.50%  of  excess  over  $20,000 

$1,630  plus  7.75%  of  excess  over  $30,000 


DEDUCTIONS: 


(A)  Standard  Deduction:  The  Kansas  standard  deduction  will  be  the  sum  of  the  standard 
deduction  and  the  addition^  standard  deduction  allowable  under  the  Federal  Internal  Revenue 
Code  as  in  effect  for  tax  year  1988.  They  are  as  follows: 


Basic 

Additional 

Married  Filing  Joint 

$5,000 

$600 

Single 

$3,000 

$750 

Head  of  Household 

$4,400 

$750 

Married  Filing  Separate  $2,500 

$600 

Kansas  will  allow  an  additional  standard  deduction  for  elderly  (age  65  or  over)  and  blind 
taxpayers.  If  a  taxpayer's  filing  status  is  single  or  head  of  household,  the  additional  standard 
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deduction  will  be  $750  per  qualifying  characteristic  (age  65  or  over,  or  blind).  If  a  taxpayer's 
filing  status  is  married  filing  joint  or  separate,  the  additional  standard  deduction  will  be  $600 
per  qualifying  characteristic. 

(B)  Itemized  Deduction  -  The  Kansas  itemized  deductions  will  conform  fully  to  the  federal 
itemized  deductions  except  that  the  deduction  for  state  and  local  income  taxes  is  not  allowed. 

(C)  The  Omnibus  Budget  Reconciliation  Act  of  1990  provides  that  total  otherwise  allowable 
itemized  deductions  (other  than  medical  expenses,  casualty  and  theft  losses,  and  investment 
interest)  are  reduced  by  an  amount  equal  to  3%  of  the  amount  of  the  taxpayer's  adjusted 
gross  income  in  excess  of  $108,450  for  tax  year  1993.  In  no  event,  however,  are  total 
otherwise  allowable  itemized  deductions  reduced  by  more  than  80%.  This  provision  shall 
generate  a  proration  of  state  and  local  income  taxes  paid  in  determining  Kansas  itemized 
deductions. 

EXEMPTIONS:  $2,000  for  each  exemption  to  which  the  taxpayer  is  entitled  for  federal 
income  tax  purposes.  A  resident  filing  a  federal  income  tax  return  using  the  status  of 
"head-of-household",  as  defined  in  26  USC  2(b),  is  allowed  an  additional  exemption  of 
$2,000. 

CREDITS:  Credits  are  allowed  for  tax  paid  to  other  states  on  income  derived  within  such 
states,  in  proportion  that  adjusted  gross  income  from  other  states  bears  to  Kansas  adjusted 
gross  income.  A  credit  is  also  available  to  those  resident  taxpayers  who  make  existing 
buildings  more  accessible  to  handicapped  individuals. 

A  child  and  dependent  care  expense  credit  which  is  based  on  the  Federal  child  or  dependent 
care  expense  credit  is  allowed  by  Kansas  for  individuals  filing  as  residents.  To  determine 
your  Kansas  credit  for  child  and  dependent  care  expenses,  multiply  the  amount  of  credit 
allowed  on  the  Federal  return  by  25%. 

Information  explaining  tax  credits  may  be  obtained  by  writing  to  the  Taxpayer  Assistance 
Bureau,  P.O.  Box  12001,  Docking  State  Office  Building,  Topeka,  Kansas  66612-2001. 

NOTE:  There  is  no  statute  of  limitations  for  failure  to  file  a  tax  return.  Where  there  is  no 
intent  to  evade,  and  a  return  is  voluntarily  filed  within  60  days  after  due  date,  a  penalty  of 
10%  is  added  to  the  unpaid  tax,  plus  interest  at  the  rate  of  1  1/2%  per  month  or  fraction 
thereof  from  due  date  until  paid.  If  not  filed  within  60  days  after  the  return  is  due,  a  penalty 
of  25%  of  the  unpaid  tax  due  plus  interest  as  above  provided  is  added  to  the  tax  due. 

Penalties  may  be  waived  or  reduced  by  the  Director  of  Taxation  where  failure  to  comply  was 
due  to  reasonable  causes,  but  interest  may  not  be  waived. 
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RETIREMENT  INCOME;  The  case  of  Davis  v.  Michigan  Department  of  Revenue,  (1989), 
489  U  S.  803,  103  L.Ed.2d  891,  concerning  the  taxation  of  federal  retirements.  This  case 
raised  questions  about  the  Kansas  tax  treatment  of  military  retirement  pay.  It  is  the  Kansas 
Department  of  Revenue's  position  that  current  Kansas  statutes  do  not  allow  for  the  exemption 
of  military  pay.  Because  of  the  Department  of  Revenue's  position  and  the  Michigan  case, 
lawsuits  have  been  filed  seeking  a  ruling  as  to  the  proper  Kansas  tax  treatment  of  military 
retirement  benefits.  The  US  Supreme  Court  has  ruled  that  the  State  of  Kansas  cannot  tax 
military  retirement  pay  while  exempting  federal  civil  service  and  state  and  local  government 
forms  of  retirement  pay.  The  case  has  been  remanded  back  to  the  Shawnee  County  District 
Court  on  the  procedures  the  Department  of  Revenue  shall  follow  to  implement  this  decision. 
The  Department  of  Revenue  has  encouraged  individuals  to  file  protective  or  amended  claims 
to  hold  the  statute  of  limitations  until  a  final  ruling  has  been  made.  The  statute  of  limitations 
for  all  tax  years  commencing  after  December  31,  1988,  is  three  years.  For  all  tax  years 
commencing  before  December  31,  1988,  the  statute  of  limitation  is  four  years. 

TAX  AUTHORITY:  Department  of  Revenue,  Income  Tax  Division,  Docking  State  Office 
Building,  Topeka,  Kansas  66612-2001.  (913)  296-5476 

ADDRESS  FOR  ORDERING  TAX  FORMS;  Taxpayer  Assistance  Bureau,  P.O.  Box  12001, 
Topeka,  Kansas  66612-2001.  Telephone  (913)  296-0222. 
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STATE  LAW.  Kentucky  Revenue  Statutes  Sec.  141.010. 

TAXPAYERS:  Residents  with  an  adjusted  gross  income  exceeding  $5,000;  and  married 
residents  filing  jointly  with  a  combined  adjusted  gross  income  exceeding  $5,000  must  file  a 
Kentucky  income  tax  return. 

FILING:  See  "TAXPAYERS".  If  these  requirements  are  met  a  Kentucky  income  tax  return 
must  be  filed  although  no  tax  is  due. 

MILITARY  PROVISIONS:  (a)  Kentucky  imposes  an  income  tax  on  service  members  who  are 
residents  of  the  State  but  maintain  an  abode  elsewhere.  Service  members  having  an  income  tax 
return  due  while  serving  in  a  combat  zone  may  defer  filing  and  payment  until  12  months  after 
such  combat  service  has  ended  (See  below).  All  other  service  members  will  be  subject  to  the 
same  filing  and  payment  requirements  as  other  taxpayers;  (b)  Service  members  will  be  subject 
to  estimated  filing  requirements  if  they  can  reasonably  expect  to  have  a  gross  income 
exceeding  $5,000  upon  which  no  Kentucky  income  tax  will  be  withheld.  An  estimated  return 
is  not  required  if  the  estimated  tax  can  reason^iy  be  expected  to  be  $200  or  less;  (c)  Kentucky 
adopted  the  provisions  of  the  Internal  Revenue  Code  regarding  exclusion  of  contributions  to 
purchase  annuities  for  service  member's  survivors;  (d)  Service  connected  disability  pension 
payments  are  not  taxable.  Military  retirement  income  is  exempt  from  tax. 

RESIDENTS:  Sec.  141.010(17)  defines  resident  as  any  individual  domiciled  in  Kentucky.  All 
others  are  nonresidents  for  income  tax  purposes. 

DESERT  STORM  PROVISIONS:  Kentucky  follows  Section  112  of  the  Internal  Revenue  Code 
and  excludes  from  income  all  enlisted  pay  and  $500  per  month  officers'  pay  earned  by  those 
serving  on  active  duty  in  a  designated  combat  zone.  In  addition,  the  Governor  of  Kentucky 
issued  an  Executive  Order  #91-77,  dated  25  January  1991,  which  provided  an  automatic 
extension  for  those  serving  outside  the  United  States  in  support  of  Operation  Desert  Storm  in 
order  to  retain  or  renew  any  licenses,  file  any  return,  report  or  other  document,  pay  any  tax,  fee 
or  other  charge,  which  became  due  or  expired  during  the  period  the  member  was  outside  the 
United  States.  The  extension  expires  90  days  after  the  individual  returns  to  the  United  States. 
No  penalty  is  assessed  during  the  period  of  extension. 

INCOME:  "Gross  income"  means  "gross  income"  as  defined  in  the  Internal  Revenue  Code  in 
effect  December  31,  1991,  adjusted  as  follows: 

Include:  Interest  income  from  obligations  of  sister  states  and  their  political  subdivisions; 
Exclude:  (1)  Interest  income  from  U.S.  Government  obligations;  (2)  Income  from  military 
and  Civil  Service  retirement  systems. 
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RATES: 

TAXABLE  INCOME 

Over 

Not  Over 

Rates 

$ . 

$3,000  ... 

. 2% 

$3,000 

4.000  . 

..$60  plus  3%  on  excess  over  $3,000 

4,000 

5,000  . 

..  90  plus  4%  on  excess  over 

4,000 

5,000 

8,000  . 

..  130  plus  5%  on  excess  over 

5,000 

8,000 

..  280  plus  6%  on  excess  over 

8,000 

NOTE;  Income  splitting  on  separate  returns  is  not  permitted. 

DEDUCTIONS;  (a)  An  optional  standard  deduction  of  $650  is  allowed  all  taxpayers,  or  (b) 
those  itemized  deductions  allowed  under  the  Internal  Revenue  Code. 

EXEMPTIONS;  See  "CREDITS”. 

CAPITAL  GAINS  AND  LOSSES:  Generally,  the  rules  are  the  same  as  Federal  except  the 
adjusted  basis  of  depreciable  property  may  be  different  for  Kentucky. 

CREDITS: 

Individuals . $20 

Married  couple  filing  jointly .  40 

Dependents  (each) . . .  20 

Blind  or  65  or  over-taxpayer  or  spouse  (each  additional) .  40 

Household  and  Dependent  care  credit: 

A  credit  equal  to  twenty  percent  (20%)  of  the  federal  credit  allowed  under  section  21  of  the 
Internal  Revenue  Code  is  allowed. 

Low  Income  Credit 

A  nonrefundable  "low  income"  credit  is  allowed  resident  individuals  as  determined  from 
the  following  table: 

Amount  of  adjusted  Percent  of  Tax  Liability 

gross  income  not  over  allowed  as  credit 

$5,000  100% 

over  5,000  but  not  over  10,000  50% 

over  10,000  but  not  over  15,000  25% 

over  15,000  but  not  over  20,000  15% 

over  20,000  but  not  over  25,000  05% 
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For  a  husband  and  wife  living  together  whether  filing  jointly  or  separately  the  credit  is 
determined  on  their  combined  adjusted  gross  income  and  offset  against  their  combined  tax 
liability. 

SUMMARY  AND  CURRENT  STATUS  OF  PENSION  LAWSUITS 

A.  Gossum  V.  Revenue  Cabinet  [still  pending] 

Marshall  Circuit  Court  Civil  Action  No.  89-CI-248 

On  March  28,  1989,  the  United  States  Supreme  Court  held  that  Michigan's  income  tax  scheme, 
which  favored  retired  state  and  local  government  employees  over  retired  federal  employees, 
violated  the  principles  of  intergovernmental  tax  immunity  and  the  Public  Salary  Tax  Act  of 
1939.  Davis  v.  Michigan  Department  of  Treasury,  489  U.S.  803,  103  L.Ed.2d  891,  109 
S.Ct.  1500  (1989).  As  a  result  of  the  Davis  decision,  a  class  action  was  filed  in  Marshall 
Circuit  Court  on  August  18,  1989,  by  residents  of  Kentucky  who  receive  federal  retirement 
annuities.  The  suit  attacked  the  constitutionality  of  the  Commonwealth's  tax  scheme,  which 
also  favored  retired  state  government  employees  over  federal  employees,  and  requested  refunds 
of  taxes  paid  under  the  scheme.  In  its  answer  to  the  action,  the  Revenue  Cabinet  admitted 
"that  the  taxation  system  codified  in  the  Kentucky  statutes  violates  the  principles  set  out  in 
"[Davis]"  but  denied  the  plaintiffs  were  entitled  to  refunds.  A  temporary  injunction  was 
entered  by  the  Marshall  Circuit  Court  on  December  19,  1989,  enjoining  and  prohibiting  the 
Revenue  Cabinet  from  imposing  and  collecting  state  income  tax  for  the  year  1989  upon  federal 
retirement  benefits.  Shortly  thereafter,  the  1990  Regular  Session  of  the  Kentucky  General 
Assembly  enacted  legislation  (SB-4)  which  exempted  retirement  annuities  from  state  income 
tax,  thereby  treating  retired  state  and  federal  government  employees  equally  for  1990  and 
subsequent  tax  years.  KRS  141.021. 

Since  the  Cabinet  has  admitted  the  Commonwealth's  tax  scheme  violated  the  principles  set 
out  in  Davis  and  since  legislation  has  remedied  the  scheme  for  current  and  future  years,  there 
only  remains  to  be  decided  the  relief,  if  any,  to  which  the  plaintiffs  are  entitled  for  prior  years. 
In  a  Motion  for  Summary  Judgment,  the  plaintiffs  argued  that  the  Davis  decision  should  be 
applied  retroactively  and  that  they  are  entitled  to  refunds  for  at  least  the  past  four  years.  The 
Cabinet  responded  that  Davis  should  be  applied  prospectively  only,  thereby  entitling  the 
plaintiffs  to  no  refunds.  However,  if  the  decision  is  applied  retroactively,  the  Cabinet  asserted 
that  refunds  should  be  allowed  for  only  two  years. 

B.  Cope,  et  al.  v.  Revenue  Cabinet  [still  pending] 

Franklin  Circuit  Court  Civil  Action  No.  90-CI-01302 

On  August  10,  1990,  Mr.  Cope  and  Mr.  O'Brien  and  all  other  people  of  the  same  class,  filed  a 
declaratory  action  in  Franklin  Circuit  Court,  demanding  that  the  provisions  of  KRS  141.021,  as 
enacted,  effective  July  13,  1990,  be  declared  unconstitutional.  The  plaintiffs  allege  that  the 
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provisions  of  KRS  141.021,  exempting  income  of  federal  and  state  pensioners,  but  not  private 
pensioners,  is  unconstitutional.  Plaintiffs  assert  that  it  is  unconstitutional  as  a  denial  of  state 
and  federal  constitutional  provisions  guaranteeing  equal  protection  of  the  laws,  is  arbitrary 
power  in  violation  of  Section  2  of  the  Kentucky  Constitution,  and  special  legislation  in 
violation  of  Section  59  of  the  Kentucky  Constitution.  The  plaintiffs  demand  that  the  court 
declare  KRS  141.021  unconstitutional  and  issue  a  permanent  injunction  prohibiting  the  Revenue 
Cabinet  from  taxing  the  plaintiffs'  private  pension  benefits. 

In  response  to  plaintiffs  complaint,  the  Revenue  Cabinet  filed  a  Motion  to  Dismiss.  In  the 
Motion  to  Dismiss,  the  Revenue  Cabinet  alleged  that  plaintiffs  1)  had  not  availed  themselves 
of  their  appropriate  and  express  administrative  remedy;  and,  2)  failed  to  state  a  claim  upon 
which  relief  could  be  granted.  That  motion  was  denied  verbally  by  the  court  on  September  17, 
1990.  On  September  25,  1990,  the  Revenue  Cabinet  filed  its  answer  and  a  Motion  for 
Summary  Judgment.  The  Motion  for  Summary  Judgment  was  heard  on  October  17,  1990.  At 
that  hearing,  plaintiffs  asked  that  it  be  allowed  to  submit  certain  financial  and  fiscal  information 
concerning  revenue  generated  from  various  groups  of  pensioners.  Despite  Revenue  Cabinet’s 
objections.  Judge  Graham  granted  plaintiffs  ninety  days  to  obtain  discovery  and  submit 
information  to  the  court.  At  that  time.  Judge  Graham  indicated  he  would  rule  on  the  Revenue 
Cabinet's  Motion  for  Summary  Judgment. 

"Subsequently,  Judge  Graham  ruled  that  KRS  141.021  was  in  violation  of  Section  59  of  the 
Kentucky  Constitution.  That  action  was  appealed  to  the  Kentucky  Supreme  Court  and  is  now 
awaiting  a  decision  from  the  Court,  which  is  expected  in  early  1994."  Residents  are  allowed  a 
tax  credit  for  income  taxes  paid  to  other  states,  provided  the  Kentucky  tax  is  not  reduced  more 
than  if  the  income  in  the  other  state  was  not  included  in  the  return. 

PAYMENTS:  Return  and  payment  due  15  April.  Individuals  who  can  reasonably  expect  to 
have  gross  income  exceeding  $5,000  upon  \^ich  no  Kentucky  income  tax  will  be  withheld  are 
required  to  file  an  estimated  tax  return  and  prepay  the  tax  in  four  quarterly  installments.  An 
estimated  return  is  not  required  if  the  estimated  tax  can  reasonably  be  expected  to  be  $200  or 
less. 

TAX  AUTHORITY:  Division  of  Compliance  and  Taxpayer  Assistance,  Kentucky  Revenue 
Cabinet,  Perimeter  Park  West,  Frankfort,  Kentucky  40620.  (502)  564-4580. 
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STATE  LAW:  LSA  R.S.  47:21  through  47.299. 

TAXPAYERS:  Any  resident  or  any  part-year  resident  of  Louisiana,  or  any  non-resident  with 
income  from  Louisiana  sources  must  file  a  return  if;  (a)  The  gross  income  for  the 
taxable  year  was  $12,000  or  more,  regardless  of  the  tax-table  income;  or  (b)  The  net  taxable 
income  (Federal  adjusted  gross  income  less  Federal  excess  itemized  deductions  and 
Federal  Income  Tax)  was:  (1)  $4,500.00  if  single  or  if  married  and  filing  separate  returns;  or 
(2)  $9,000  if  married  filing  a  joint  return  or  if  filing  as  a  Head  of  Household  or  a  Qualifying 
Widow(er)  with  a  dependent  child.  This  is  a  community  property  State. 

FILING;  See  "TAXPAYERS".  Any  taxpayer  who  has  overpaid  his/her  tax  through 
withholding  or  declaration  of  estimated  tax  must  file  a  return  to  obtain  a  refund  or  credit. 
Forms  may  be  obtained  from  the  Department  of  Revenue  and  Taxation,  P.O.  Box  201,  Baton 
Rouge,  Louisiana  70821. 

MILITARY  PROVISIONS:  (a)  Military  personnel  whose  domicile  (home  of  record)  is 
Louisiana  and  who  meet  the  requirements  of  I  or  2  above  must  file  a  return  and  report  all 
income  regardless  of  where  stationed.  Credit  against  Louisiana  tax  may  be  taken  for  any  net 
income  tax  paid  to  another  state  on  non-military  income  and  income  earned  by  the  spouse 
provided  such  income  was  included  in  the  Louisiana  return,  (b)  Any  non-resident  and  any 
individual  who  was  a  resident  for  part  of  the  year  and  a  non-resident  the  remainder  of  the 
year  must  report  his/her  income  from  all  sources  for  the  period  during  which  he/she  was  a 
resident,  plus  all  income  from  Louisiana  sources  for  the  period  he/she  was  a  non-resident. 

DESERT  STORM  PROVISIONS:  The  Louisiana  income  tax  calculation  starts  with  federal 
adjusted  gross  income;  therefore,  military  pay  earned  while  serving  in  a  combat  zone  which 
is  excluded  from  federal  income  is  excluded  from  Louisiana  income. 

In  addition.  Act  889  of  the  1991  Regular  Session  of  the  Legislature,  enacted  R.S. 
47:292.1,  which  reads: 

"Notwithstanding  any  provisions  of  law  to  the  contrary,  the  secretary  shall  grant 
certain  relief  to  military  personnel  for  service  in  the  Persian  Gulf  area  or  associated  with 
Operation  Desert  Shield  to  the  full  extent  of  such  relief  granted  by  federal  law." 

As  a  result  of  Act  889,  any  reduction  or  waiver  of  interest  or  penalties,  or  any 
extension  of  time  to  pay  or  file  which  is  granted  for  federal  purposes  due  to  participation  in 
Operation  Desert  Shield  or  Operation  Desert  Storm  is  also  granted  for  Louisiana  individual 
income  tax  purposes. 

RATES;  The  tax  for  residents  is  determined  by  use  of  tax  tables  furnished  by  the 
Department  of  Revenue  and  Taxation.  The  tables  use  tax-table  income  (Federal  adjusted 
gross  income  less  Federal  excess  itemized  deductions  and  Federal  income  tax)  as  a  reference 
point.  The  tables  were  constructed  using  the  following  rates: 
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Single,  Married  filing  Separate,  Head  of  Household 

First  $10,000 .  2% 

Next  $40,000 . r..4% 

Over  $50,000 . 6% 

Married  filing  joint,  surviving  spouse 

First  $20,000  . 2% 

Next  $80,000  . 4% 

Over  $100,000  . 6% 


EXEMPTIONS:  Personal  Exemption  -  Standard  Deduction 

Single  Individual . $  4,500.00 

Married  -  Joint  Return  and  a 
Qualified  Surviving  Spouse.. ..$  9,000.00 

Married  -  Separate  Return . $  4,500.00 

Head  of  Household . $  9,000.00 

Dependency  Deduction 

$1,000,00  for  each  dependent. 

$1,000.00  for  taxpayer  and/or  spouse  who  is  over  65  years  old. 

$1,000.00  for  taxpayer  and/or  spouse  who  is  blind. 

Nonresidents  and  Part-year  residents  should  complete  formIT-504B  and  compute  their  tax 
using  the  tax  computation  worksheet  on  the  back  of  the  form. 

PAYMENT:  Return  and  payment  in  full  due  on  May  15  of  each  year  on  the  preceding  year’s 
income  or  on  the  I5th  day  of  the  5th  month  after  the  close  of  the  taxpayer's  fiscal  year. 

CREDITS:  A  credit  of  $100.00  against  the  tax  is  permitted  for  the  taxpayer,  spouse  or 
dependent  who  is  deaf,  blind,  mentally  incapacitated  or  who  has  lost  the  use  of  a  limb.  A 
credit  is  allowed  in  the  amount  of  10%  (limited  to  a  maximum  $25  credit  against  the 
Louisiana  tax)  of  the  following  credits  claimed  on  the  Federal  return:  credit  for  contributions 
to  candidates  for  public  office,  credit  for  the  elderly,  credit  for  child  and  dependent  care 
expenses,  investment  credit,  foreign  tax  credit,  work  incentive  credit  (WIN),  jobs  credit  and 
residential  energy  credit.  Credit  is  allowed  for  the  net  income  tax  properly  paid  to  another 
state  on  income  taxed  by  Louisiana.  Additional  credits  can  be  claimed  for  donations  of 
computer  equipment  to  educational  institutions  in  Louisiana,  donations  made  under  the  family 
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responsibility  program,  and  for  investments  in  a  Louisiana  capital  company  and  for  donations 
to  a  Dedicated  Research  Fund. 

MISCELLANEOUS  CREDITS:  Available  to  corporations  and  individuals  operating  sole 
proprietorships: 

1  A  $750  credit  is  allowed  employers  who  hire  the  previously  unemployed, 

2.  A  credit  is  allowed  for  purchases  of  equipment  which  recycles  post-consumer 
goods  into  commercial  products.  The  credit  is  20%  of  the  purchase  price,  and  the  equipment 
must  have  been  purchased  between  September  1,  1991  and  December  31,  1996. 

3.  A  $5000  credit  is  allowed  for  doctors  who  establish  a  practice  in  certain  rural 

areas. 

4.  A  credit  is  allowed  for  the  cost  of  conversion  of  vehicles  to  alternative  fuels.  The 
credit  is  20%  of  the  cost  of  conversion. 

5.  Any  manufacturer,  distributor  or  retailer,  including  a  sole  proprietorship,  is  eligible 
for  a  refundable  credit  against  income  tax  for  ad  valorem  taxes  paid  to  political 
subdivisions  of  Louisiana  on  inventory.  The  credit  is  as  follows: 

20%  of  inventory  taxes  paid  between  7-1-92  and  6-30-93 
40%  of  inventory  taxes  paid  between  7-1-93  and  6-30-94 
60%  of  inventory  taxes  paid  between  7-1-94  and  6-30-95 
80%  of  inventory  taxes  paid  between  7-1-95  and  6-30-96 
100%  of  inventory  taxes  paid  on  or  after  7-1-96 

6.  Losses  from  investments  in  motion  pictures  with  substantial  Louisiana  content  may 
entitle  the  investor  to  tax  credits  if  the  investment  in  the  motion  picture  exceeds 
$2,353,000. 

INTEREST  AND  PENALTY:  Interest  is  due  on  all  items  of  tax  not  paid  on  time  at  the  rate 
of  15%  per  annum  from  the  date  due  until  the  date  paid.  A  delinquency  penalty  accrues  for 
failure  to  file  a  return  on  time,  except  when  failure  is  due  to  a  reasonable  cause,  at  the  rate  of 
5%  per  30  days  not  to  exceed  a  total  of  25%.  A  late  payment  penalty  accrues  for  failure  to 
pay  the  tax  m  full,  when  the  return  is  filed,  at  5%  for  each  30  days  or  fraction  thereof  during 
which  the  failure  to  pay  continues,  not  to  exceed  a  total  of  25%. 

RETIREMENT  INCOME:  The  State  of  Louisiana  now  exempts  federal  retirement  income 
from  taxation.  This  exemption  is  available  beginning  with  the  taxable  year  1988.  Act  813  of 
the  1989  Regular  Legislative  Session  reaffirmed  this  position  and  codified  the  Supreme  Court 
ruling  in  the  case  of  Davis  v.Michigan  Department  of  Revenue,  (1989),  489  U  S.  803,  103 
L.Ed,2d  891,  concerning  the  taxation  of  federal  retirements. 

For  taxable  years  prior  to  1988,  the  Department  of  Revenue  and  Taxation  is  unable  to  issue 
refunds  based  on  Louisiana  Revised  Statute  47:1621  which  authorizes  the  refund  of 
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overpayments  and  outlines  the  circumstances  which  constitutes  an  overpayment.  Part  D  of 
this  statute  reads  as  follows: 

"D.  This  section  shall  not  be  construed  to  authorize  any  refund  of  tax  overpaid 
through  a  mistake  of  law  arising  from  the  misinterpretation  by  the  collector  of  the 

provisions  of  any  law  or  of  the  rules  and  regulations  promulgated  thereunder.  In  the  event  a 
taxpayer  believes  that  the  collector  has  misinterpreted  the  law  or  promulgated  rules  and 
regulations  contrary  therewith,  his  remedy  is  by  payment  under  protest  and  suit  to  recover,  or 
by  appeal  to  the  board  of  tax  appeals  in  instances  where  such  appeals  lie." 

TAX  AUTHORITY:  State  of  Louisiana,  Department  of  Revenue  and  Taxation,  P.O.  Box 
201,  Baton  Rouge,  Louisiana  70821-0201.  (504)  925-7418 
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STATE  LAW:  Maine  Revised  Statutes  of  1964  as  amended  to  date.  CCH  Maine  Tax  Reporter 
at  94-801. 

TAXPAYERS:  Every  resident  regardless  of  source  of  income,  and  nonresidents  deriving  income 
from  sources  within  Maine. 

FILING.  A  resident  is  required  to  file  a  Maine  income  tax  return  if:'  a)  he/she  is  required  to  file 
a  federal  income  tax  return,  or  b)  he/she  has  total  income  that  results  in  a  state  tax  liability  but 
does  not  have  to  file  a  federal  return.  A  nonresident  individual  that  has  Maine  source  income 
is  required  to  file  as  if  he/she  were  a  resident.  He/she  may  claim  a  nonresident  credit  against 
his/her  taxes  otherwise  due  to  Maine  that  is  proportional  to  the  ratio  of  Maine  adjusted  gross 
income  to  his/her  entire  federal  adjusted  gross  income.  A  service  member  meeting  the  filing 
requirements  must  file  a  Maine  income  tax  return. 

MILITARY  PRQVTSIQNS:  a)  An  individual  domiciled  in  Maine  at  the  time  of  entry  into  the 
Armed  Forces  is  considered  a  resident  for  tax  purposes,  b)  Military  service  pay  and  retirement 
pay  if  taxable  under  the  Internal  Revenue  Code  are  taxable  by  Maine. 

DESERT  STORM  PROVISIONS:  Maine  follows  the  federal  income  tax  provisions  for  Desert 
Shield/Desert  Storm  participants. 

RESIDENTS:  A  resident  is  defined  as  an  individual  who  was  domiciled  in  Maine  during  the  tax 
year.  Accordingly,  any  service  member  claiming  Maine  as  his/her  state  of  domicile  would  be 
subject  to  payment  of  Maine  income  tax  regardless  of  his/her  duty  assignment  or  permanent  place 
of  abode. 

INCOME:  Taxable  income  of  residents  is  defined  as  federal  adjusted  gross  income,  plus  or 
minus  the  modifications  provided  in  Maine  law,  less  deductions  and  personal  exemptions.  Maine 
source  income  for  nonresidents  is  the  sum  of  the  following,  a)  net  amount  of  items  of  income, 
gain,  loss  and  deduction  entering  into  the  taxpayer's  federal  adjusted  gross  income  derived  from 
or  connected  with  Maine  sources;  b)  portion  of  the  adjustments  provided  above  for  residents 
which  relates  to  income  derived  from  sources  in  Maine;  and  c)  lottery  winnings  on  a  ticket 
purchased  in  Maine  after  July  13,  1993 

New  legislation  requires  nonresident  individuals  to  include  in  Maine  source  income  winnings 
from  any  Maine  State  Lottery  or  Tri-state  Lotto  tickets  purchased  in  Maine.  A  nonresident  with 
lottery  winnings  on  a  ticket  purchased  in  Maine  is  now  subject  to  Maine  income  tax  on  those 
winnings.  The  effective  date  is  July  13,  1993. 


82 


MAINE  -  1993 


The  taxable  income  of  a  resident  estate  or  trust  is  the  federal  taxable  income  modified  by  its 
share  of  the  fiduciary  adjustment;  i.e.,  the  adjustment  apportioning  additions  and  subtractions  to 
federal  taxable  income  between  the  estate  or  trust  and  the  beneficiaries.  Taxable  income  of  a 
nonresident  estate  or  trust  is  determined  from  income,  gain,  loss  and  deduction  derived  from  or 
connected  with  sources  in  Maine.  The  amount  of  its  federal  exemption  is  deducted. 

RATES:  Individual  income  tax  rates  for  1993  are  as  follows: 

[Note:  the  income  tax  surcharge  that  was  in  effect  for  tax  years  1991  and  1992  has  been 
repealed.  The  rates  listed  below  include  the  1993  inflation  factor  and  do  not  include  a 
surcharge.] 

Single  Individuals  and  Married  Persons  Filins  Separate  Returns: 


If  the  taxable  income  is: 

Less  than  $4,150 
$  4,150  but  less  than  S  8,250 
$  8,250  but  less  than  $  16,500 
$  16,500  or  more 


the  tax  is: 

2.0%  of  the  taxable  income 
S  83  plus  4.5%  of  excess  over  S  4,150 

$  268  plus  7.0%  of  excess  over  $  8,250 

S  846  plus  8.5%  of  excess  over  $  16,500 


Unmarried  or  Legally  Separated  Individuals  who  Qualify  as  Heads-of-Households: 


If  the  taxable  income  is: 

Less  than  $6,200 
$  6,200  but  less  than  $  12,400 
$  12,400  but  less  than  $24,750 
$  24,750  or  more 


the  tax  is: 

2.0%  of  the  taxable  income 
$  124  plus  4.5%  of  excess  over  $  6,200 

$  403  plus  7.0%  of  excess  over  $  12,400 

$  1,268  plus  8.5%  of  excess  over  $  24,750 


Married  Individuals  and  Surviving  Spouses  Filing  Joint  Returns: 


If  the  taxable  income  is: 

Less  than  $8,250 
$  8,250  but  less  than  $  16,500 
$  16,500  but  less  than  $33,000 
$  33,000  or  more 


the  tax  is. 

2.0%  of  the  taxable  income 
$  165  plus  4.5%  of  excess  over  $  8,250 

$  536  plus  7.0%  of  excess  over  $  16,500 

$  1,691  plus  8.5%  of  excess  over  $  33,000 


Personal  Exemption:  $2,100 

Standard  Deduction:  Single  -  $3,700  Married  Filing  Jointly  -  $6,200 

Head-of-Household  -  $5,450  Married  Filing  Separate  -  $3,100 
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Additional  Amount  for  Age  or  Blindness: 

$700  if  married  (whether  filing  jointly  or  separately)  or  a  qualified  surviving  spouse.  The 
additional  amount  is  $1,400  if  one  spouse  is  65  or  over  and  blind,  $1,400  if  both  spouses  are 
65  or  over,  $2,800  if  both  spouses  are  65  or  over  and  blind,  etc. 

$900  if  unmarried  (single  or  head-of-household).  The  additional  amount  is  $1,800  if  the 
individual  is  both  65  or  over  and  blind. 

Note;  If  taxpayer  can  be  claimed  as  a  dependent  on  another  person's  return,  the  standard 
deduction  is  the  greater  of  $600  or  earned  income  up  to  the  standard  deduction  amount. 


CREDITS:  Residents  and  estates  or  trusts  are  allowed  a  credit  for  income  taxes  imposed  by  any 
other  state  or  local  government  the  District  of  Columbia,  Canadian  Province  or  any  political 
subdivision  of  a  foreign  country  that  is  analogous  to  a  state  of  the  United  States. 

The  retirement  credit  is  available  to  all  who  claim  the  retirement  credit  on  their  federal  return 
pursuant  to  IRS  Code,  Section  22,  The  credit  equals  20%  of  the  federal  retirement  credit. 

Three  tax  credits  have  been  enacted  that  affect  tax  year  1993:  the  Nursing  Home  Care 
Refundable  Credit;  the  Solid  Waste  Investment  Tax  Credit,  and  the  Reclaimed  Wood  Waste  and 
Cedar  Waste  Credit,  which  is  only  effective  through  December  31,  1993. 

The  percentage  of  the  child  care  and  dependent  credit  is  25%  of  the  federal  child  care  credit. 

PAYMENTS:  Individuals,  estates  and  trusts  must  file  returns  with  the  State  Tax  Assessor  on  or 
before  the  due  date  for  filing  the  federal  income  tax  return.  Residents  and  nonresidents  whose 
Maine  income  tax,  other  than  withheld  tax,  can  reasonably  be  expected  to  exceed  $500  must 
make  estimated  tax  payments.  Payments  for  individuals,  other  than  farmers,  are  due  on  or  before 
IS  April,  June,  September,  and  January.  Penalties  will  accrue  automatically  on  underpayments 
of  estimated  tax  for  the  period  of  underpayment. 

LATE  PAYMENTS: 

The  penalty  for  failure  to  file  a  tax  return  when  due  is  $10  or  10%  of  the  tax  due,  whichever  is 
greater,  if  the  return  is  filed  before  or  within  30  days  after  receipt  of  a  demand  notice  from  the 
State  Tax  Assessor;  or,  100%  of  the  tax  due,  if  the  return  is  filed  later  than  30  days  after  receipt 
of  a  demand  notice  from  the  State  Tax  Assessor 

The  penalty  for  failure  to  pay  any  amount  shown  as  tax  on  any  return  in  a  timely  fashion  is  the 
maximum  of  $5  per  month  or  1%  of  the  outstanding  tax  per  month  for  each  month  the  payment 
IS  delinquent.  The  maximum  penalty  for  failure  to  pay  is  $25  or  25%  of  the  outstanding  liability 
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If  a  return  is  filed  that  results  m  a  substantial  understatement  of  tax,  the  penalty  is  S5  per  month 
or  1%  of  the  outstanding  tax  liability  attributed  to  the  substantial  understatement  per  month, 
whichever  is  greater,  for  each  month  the  payment  is  delinquent.  The  maximum  penalty  for 
substantial  understatement  of  tax  is  S25  or  $2S%  of  the  underpayment.  There  is  a  substantial 
understatement  of  tax  if  the  amount  of  the  understatement  on  the  return  exceeds  10%  of  the  total 
tax  or  SI, 000,  whichever  is  greater. 

RETIREMENT  INCOME:  The  case  of  Davis  v.  Michigan  Department  of  Revenue.  (1989),  489 
U.S.  803.  103  L.Ed  891,  and  related  cases,  concerning  the  taxation  of  federal  retirements,  has  no 
direct  impact  upon  the  application  of  Maine  law.  Under  Maine  law  renrement  benefits  received 
by  federal  retirees  are  treated  the  same  as  retirement  benefits  received  by  retirees  of  State  or  local 
subdivisions  of  the  State.  All  pensions  are  taxed  alike. 

TAX  AUTHORITY:  Bureau  of  Taxation,  Income/Estate  Tax  Division,  State  Office  Building, 
Augusta,  Maine  04333-0024.  (207)  626-8475. 
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STATE  LAW  Codified  as  Tax  -  General  Article.  Titles  10  and  13,  Annotated  Code  of 
Maryland  (effective  1  January  1989) 

TAXPAYERS:  Oomicilianes  (legal  residents)  are  taxed  on  all  income  regardless  of  source  or 
where  earned,  nonresidents  deriving  income  from  Maryland  sources,  if  required  to  file  a 
Federal  income  tax  return,  are  required  to  file  a  Maryland  income  tax  return.  A  nonresident  is 
not  subject  to  Maryland  personal  income  tax  if  the  sole  source  of  income  is  payment:  1 )  for 
personal  services  performed  in  Maryland.  2)  which  is  subject  to  taxation  in  the  individual's 
home  state  (or  distnct),  and  3)  for  which  such  state  (or  distnct)  has  entered  into  a  written 
agreement  with  Maryland. 


RESIDENT:  Any  domiciliary  on  the  last  day  of  the  tax  year  or  any  other  person  who 
maintained  an  abode  within  Maryland  for  more  than  six  months  of  the  tax  year.  Any  one  who 
moves  out  of  Maryland  with  the  intention  of  remaining  outside  the  State  permanently  is  taxed 
for  that  portion  of  the  year  he  lived  in  Maryland.  Similarly,  a  person  moving  into  Maryland  is 
taxed  only  for  that  portion  of  the  year  he  lived  in  the  State  (Sec  10- 10 1(h)  T-G). 

MTTTTARV  PROVISIONS:  1  Generally,  the  Maryland  Income  Tax  Law  is  applicable  to  both 
residents  and  nonresidents  of  the  State. 

2.  Military  personnel  who  are  permanent  residents  of  Maryland  do  not  lose  or  abandon  their 
domicile  by  reason  of  duty  or  assignment  that  require  their  physical  presence  outside  this  State 
during  the  taxable  year.  Such  individuals  have  a  continuing  obligation  to  file  Maryland 
income  tax  returns  which  include  all  income  no  matter  where  earned  or  from  whatever  source 
including  military  pay 

3  In  the  administration  of  the  Maryland  Income  Tax  Law,  the  Income  Tax  Division  gives 
effect  to  the  Federal  Soldiers'  and  Sailors'  Civil  Relief  Act.  Under  this  law,  an  individual  who 
IS  domiciled  in  a  state  other  than  Maryland  and  who  is  transferred  to  Maryland  for  the 
performance  of  military  duty  is  not  subject  to  Maryland  taxation  of  his  pay  With  respect  to 
the  taxation  of  other  income  received  by  such  an  individual,  the  law  provides  that  the 
individual  shall  be  taxed  as  a  nonresident  on  that  portion  of  federal  adjusted  gross  income 
derived  from  tangible  property,  real  or  personal,  permanently  located  in  this  State,  income 
from  business,  trade,  profession  or  occupation  earned  on  in  this  State,  and  income  from 
Maryland  lottery  pnzes. 

4  Regarding  the  Maryland  law  and  its  application  to  a  civilian  spouse,  such  individual  is 
subject  to  the  law  either  as  a  resident  or  as  a  nonresident  of  the  State  with  respect  to  income  in 
the  form  of  salary,  wages  or  compensation  received  for  services  performed  in  this  State  The 
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civilian  spouse  may  not  claim  under  Maryland  law  the  benefits  under  the  Soldiers'  and  Sailors' 
Civil  Relief  Act  but  such  individuals  may  be  entitled  to  a  credit  for  taxes  paid  to  the  State 
of  Maryland  on  income  which  is  taxed  by  their  state  of  legal  residence.  (See  Maryland 
Form  502CR  and  instructions).  A  civilian  spouse  who  has  resided  within  this  State  for  six 
months  or  less  of  the  taxable  year  is  a  nonresident  of  this  State  and  is  taxable  on:  that  portion 
of  federal  adjusted  gross  income  denved  from  tangible  property,  real  or  personal,  permanently 
located  in  this  State,  income  from  business,  trade,  profession  or  occupation  carried  on  in  this 
State;  and  income  from  State  lottery  pnzes.  A  civilian  spouse  who  has  resided  in  this  State 
for  more  than  six  months  of  the  taxable  year  is  taxable  as  a  resident  of  this  State  on  all 
income  denved  from  sources  both  within  and  outside  this  State. 

5  Military  members  who  are  POW/MIA  are  treated  the  same  as  under  the  Internal  Revenue 
Code 

6  Contnbutions  to  the  Retired  Serviceman's  Family  Protection  Plan  (RSFPP)  and/or 
Survivors'  Benefit  Plan  (SBP)  are  treated  the  same  as  under  the  Internal  Revenue  Code. 

For  the  1992  tax  year: 

•  All  combat  zone  pay  for  enlisted  and  warrant  grade  personnel  and  up  to  S500  per  month  of 
combat  zone  pay  for  commissioned  officers  is  exempt  from  Maryland  income  tax.  Any  portion 
of  a  month  served  in  the  combat  zone  is  considered  a  full  month  for  the  exemption. 

•  Maryland's  overseas  active  duty  pay  benefit  will  also  apply  to  tax  year  1992  overseas  pay 
not  already  exempt  under  combat  zone  provisions.  Section  10-205,  T-G. 

B.  In  addition  to  the  above  add  the  following  to  the  Federal  Adjusted  Gross  Income  of  a 

Resiiknt 

1 .  The  portion  of  a  Net  Operating  loss  which  would  allow  a  taxpayer  to  realize  a  net 
operanng  loss  in  excess  of  the  original  dollar  amount  of  the  loss  in  absence  of  this 
provision. 

2.  50%  of  the  sum  of  tax  preference  items  under  Section  10-222  Tax  General 

C  Add  the  following  to  the  Federal  Adjusted  Gross  Income  of  a  Non-Resident: 

1  To  the  extent  attributable  to  Maryland  sources  additions  or  adjustments  that  would  be 
required  ''or  residents. 


2.  Any  loss  or  adjustment  to  Income  which  is  used  in  computing  Federal  Adjusted  Gross 
Income  and  is  n<2i  attributable  to  Maryland  sources 
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D.  To  the  extent  included  in  Federal  Adiusted  Gross  Income  subtract  the  following  from  the 
Federal  Adjusted  Gross  Income  of  a  Resident: 

1 .  Dividends  and  interests  from  United  States  obligations. 

2.  Dividends  and  interests  from  a  mutual  Fund  attributable  to  U  S.  obligation  interest. 

3.  Fire  fighter  and  police  disability  income  arising  from  injury  that  arose  out  of  and  in  the 
course  of  individual's  employment  as  a  police  officer  or  fire  fighter. 

4.  Two  earner  married  couple  subtraction. 

5.  Earned  income  of  individuals  whose  income  with  modifications  does  not  exceed 
poverty  level  and  eligibility  guidelines  referenced  under  Section  10-207  T-G. 

6.  Railroad  and  Social  Security  Income. 

7.  State  income  tax  refunds. 

8.  Military  income  received  bv  a  member  of  the  armed  forces  while  serving  outside  the 
United  States.  All  military  income  up  to  $15,000  is  included  in  this  modification.  For  income 
above  $15,000  the  amount  of  modification  declines  dollar  for  dollar  for  each  dollar  that  the 
military  income  exceeds  $15,000;  at  $30,000  the  modification  is  -0-. 

E.  Subtract  the  following  from  the  Federal  Adjusted  Gross  Income  of  a  Resident. 

1.  Up  to  $1,000  of  adoption  expenses  actually  incurred  by  parents  who  adopt  a  child  with 
special  needs. 

2.  Expenses  up  to  $5,000  incurred  by  a  blind  person  for  a  reader,  or  up  to  $1,000  incurred 
by  an  employer  for  a  reader  for  blind  employee. 

3.  Amounts  representing  unreimbursed  automobile  travel  expenses  incurred  by  an 
individual  while  serving  as  a  volunteer  (i)  to  a  nonprofit  volunteer  fire  company  or 
organization,  the  principle  purpose  or  functions  of  which  are  the  providing  of  medical,  health, 
or  nutritional  care,  and  all  of  which  constitute  qualified  organizations  under  Section  170  of  the 
Internal  Revenue  Code;  or  (ii)  to  provide  assistance,  other  than  assistance  which  consists  of 
providing  transportation,  to  handicapped  individuals,  as  defined  in  Section  190  of  the  Internal 
Revenue  Code,  who  are  enrolled  as  students  in  the  State  community  colleges:  (a)  the  amount 
of  the  subtraction  shall  be  based  upon  the  standard  business  mileage  rate  provided  in  the 
Internal  Revenue  Code  and  reduced  by  the  amount  of  unreimbursed  automobile  travel  expenses 
claimed  on  the  individual's  federal  tax  return  as  an  itemized  deduction,  as  to  the  same 
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organizations,  under  Section  170  of  the  Internal  Revenue  Code. 

4.  The  lesser  of  (a)  amounts  received  by  an  individual  who  has  attained  the  age  of  65  years 
or  is  totally  and  permanently  disabled  before  the  close  of  the  taxable  year  (or  who  has  a 
spouse  who  is  totally  or  permanently  disabled)  as  an  annuity,  pension,  or  endowment  under 
private,  municipal.  State  or  Federal  employee  retirement  systems,  and  included  in  such 
individual's  Federal  adjusted  gross  income,  or  (b)  an  amount  equal  to  the  maximum  annual 
benefits  permitted  for  persons  who  retired  at  the  age  of  65  or  older  under  Social  Security  Act 
for  prior  calendar  year  reduced  by  the  amount  of  old  age,  survivors  or  disability  benefits 
received  under  the  Social  Security  Act,  the  Railroad  Retirement  Act,  or  both,  as  the  case  may 
be.  The  Comptroller  shall  determine  the  amount  of  the  maximum  benefit  annually.  For  the 
purposes  of  this  paragraph,  the  Comptroller  may  allow  the  subtraction  to  the  nearest  $  1 00. 

F.  Subtract  the  same  items  available  to  resident  taxpayers  to.the.  extent  attnbutable  to 
Maryland  sources  from  the  Federal  Adjusted  Gross  Income  of  a  Non-Resident. 

TAX  RATES: 

First  $1,000  . 2% 

Second  1,000  3% 

Third  1,000  4% 

3,001  to  100,000  . 5%  (individual) 

3,001  to  150,000  . 5%  Ooint) 

over  100,000  . 6%  (individual) 

over  150,000  . 6%  (joint) 

Resident  taxpayers  are  required  to  pay,  in  addition  to  state  tax,  a  local  tax  to  the  subdivisions 
of  from  20%  to  60%  of  the  State  tax  depending  on  their  county  of  residence. 

EXEMPTIONS: 

The  personal  exemption  for  tax-payer  spouse  or  dependent  ....  $1,200 

A  dependent  (other  than  spouse)  65  or  over  is  allowed  an 
additional  .  1 ,200 


For  taxpayer  or  spouse  65  or  over .  1,000 

Additional  personal  exemption  for  blind  taxpayers .  1,000 


CREDITS:  One-half  (1/2)  of  the  amount  of  the  federal  earned  income  credit  is  allowed  as  a 

credit  to  eligible  state  taxpayers. 
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PAYMENTS:  Return  and  payment  due  1 5  Apnl  or  on  the  1 5th  day  of  the  fourth  month 
following  the  close  of  a  fiscal  year  or  after  removal  from  the  State  Estimated  tax  return  is 
due  in  quarterly  payments  on  15  Apnl,  June,  September  and  January  when  a  tax  of  more 
than  $100  would  be  due  on  income  not  subject  to  withholding. 

PENALTIES  &  INTEREST:  Penalties  otherwise  assessable  on  delinquent  returns  may  be 
waived  upon  voluntary  disclosure  by  resident  military  members  who  are  outside  the  State. 

RETIREMENT  INCOME:  Subtract  up  to  $2,500  of  military  retirement  income  received  by  a 
qualifying  individual  during  the  taxable  year  To  qualify  the  taxpayer  must  be  at  least  55 
years  old  on  the  last  day  of  the  taxable  year  and  must  have  been  an  enlisted  member  of  the 
military  at  the  time  of  retirement  To  compute  the  subtraction,  follow  the  directions  on  the 
MILITARY  RETIREMENT  INCOME  WORKSHEET  If  the  taxpayer's  federal  adjusted  gross 
income  exceeds  $22,500,  the  taxpayer  does  not  qualify  for  the  subtraction. 

The  case  of  Davis  v.  Michigan  Department  of  Revenue.  (1989)  103  L.Ed.2d  891, 
concerning  the  taxation  of  federal  retirements,  has  no  direct  impact  upon  the  application  of 
Maryland  law.  Under  Maryland  law  retirement  benefits  received  by  federal  retirees  are 
treated  the  same  as  retirement  benefits  received  by  retirees  of  State  or  local  subdivisions  of  the 
State.  Since  Maryland  does  not  discnmiaate  against  federal  employees,  the  Davis  decision  has 
no  relevance,  even  though  Maryland  was  mennoned  in  the  dissenting  opinion. 

TAX  AUTHORITY  State  of  Maryland,  Comptroller  of  the  Treasury,  Income  Tax  Division, 
Annapolis,  Maryland  21411.  (301)  974-2394  or  1-800-MD  TAXES. 


90 


27 


S9ICUL  INSmUCnONS  roR  military  taxravirs 


MlllUry  prsooffl  whc  ar*  lagai  raaldanta  of  Maryland 


1  —without  ovaraaaa  pay 


2— with  ovaraaaa  pay 


Must  fila  a  raaldant  return  (Form  502  or  503)  and  rapon  all 
incoma  from  all  sourcas,  wharevar  earned. 

Same  as  above,  may  subtract  up  to  S15.000  in  military  pay 
earned  outside  U  S.  boundaries  or  possessions,  depending 
upon  total  income. 


Military  personnel  who  are  legal  residents  of  another  state 


1—  with  military  irKome  only 

2—  with  military  irtcome  and  other  income  outside  Maryland 

3 —  with  military  and  other  income  earned  in  Marytand,  with 
an  unemployed  civilian  spouse 


4 — with  military  income,  and  civilian  spouse  employed  in 
Maryland,  residing  in  Maryland  leas  than  six  months 


5— with  military  income,  and  civilian  spouse  with  any 
income  residing  in  Maryland  more  than  six  months 


6— with  military  income  and  other  income  in  Maryland  and 
civilian  spouse  with  any  Income  residing  in  Maryland  for 
more  than  six  months. 


7— both  spouses  m  the  military  and  not  domiciled  in  Mary- 
'■'■’d  a.".i  z~z  c."  t  ""i .  ■  'z~  t 


Not  required  to  file  a  Maryland  return 

Not  required  to  file  a  Maryland  return. 

Must  file  a  nonreaidant  return  (Form  505).  reporting  total 
income,  subtracting  military  pay.  unearned  and  norv 
Maryiartd  income,  than  computing  the  tax  on  Maryland 
earned  income  only.  Deductions  and  exemptic.-.s  must  be 
apportioned  using  the  ratio  of  Maryland  income  to  federal 
adjusted  gross  income. 

Military  person  and  civilian  spouse  must  file  a  joint  non* 
resident  return  (Form  505),  subtracting  military  pay, 
unearned  and  non-Maryland  income,  computing  the  tax  on 
Maryland  income  only.  Deductions  and  exemptions  must  be 
app^ioned  using  the  ratio  of  Maryland  income  to  federal 
adjusted  gross  income. 

Civilian  spouse  becomes  a  statutory  resident  and  must  file  a 
joint  resident  return  (Form  502),  subtracting  military  pay 
and  the  military  spouse's  portion  of  any  investment  income 
(interest,  dividends,  etc.),  and  non-Maryland  income  and 
computing  the  tax  on  the  balance  of  the  total  income. 
Deduction  and  exemption  amounts  must  be  adjusted  using 
the  Instruction  26(c)  through  (r)  in  the  resident  packet 

Must  file  a  jcint  V’.'yla.'.d  .'esident  return.  Civi''?'’  spouse 
becomes  a  statutory  resident.  The  military  spouse's  Mary¬ 
land  income  is  not  subject  to  the  local  income  tax.  The  local 
tax,  exemptions,  standard  deduction  or  itemized  deductions 
must  be  adjusted  to  reflect  the  non-resident  income  of  the 
military  spouse.  A  S^sc>ai  iviiiudiy  mxiuunun  Sneel,  includ¬ 
ing  worksheets,  is  available  from  any  office  of  the 
Comptroller. 

Must  file  a  joint  nonresident  return.  Exemptions  and  the 


•-»«  Ka 


adjusted. 


A:,  .rary  personnel  should  be  aware  that  there  trey  be  provisions  for  tax  credits  granted  either  by  Maryland  or  another  state.  See 
Maryland  form  502CP  and  instructions.  Read  carefully  the  instructions  provided  by  the  state  of  legal  residence  for  any  possible  credits 
allowed  by  that  state. 
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STATE  LAW:  Massachusetts  General  Laws,  Chapter  62 

TAXPAYERS:  Every  person  domiciled  in  the  State  with  Massachusetts  adjusted  gross  income 
in  excess  of  $8,000  for  single  taxpayers  and  $12,000  for  a  husband  and  wife  filing  jointly 
Also  a  tax  reduction  may  apply  if  the  Massachusetts  AGI  is  not  more  than  $14,000  for  a  single 
taxpayer  or  $21,000  for  a  husband  and  wife  filing  jointly.  (Note:  Per  Chapter  106,  Section  10, 
adjusted  gross  income  is  determined  as  if  the  individual  is  a  full  year  resident  within 
Massachusetts).  Nonresidents  with  gross  income  from  sources,  in  excess  of  $8,000  or  in  excess 
of  the  personal  exemption  prorated  on  an  income  basis,  whichever  is  less,  derived  from  or 
effectively  connected  with  any  trade  or  business  (including  employment)  carried  on  by  the 
taxpayer  in  Massachusetts  or  derived  from  ownership  or  any  interest  in  real  or  tangible  property 
located  in  the  State,  or  the  participation  in  any  lottery  or  wagering  transaction  in  the  State.  If 
nonresident  military  personnel  are  stationed  in  Massachusetts  and  either  they  or  their  spouse 
work  at  a  civilian  job  as  well,  the  compensation  paid  by  the  civilian  employer  is  taxable  by 
Massachusetts. 

FILING:  See  "TAXPAYERS".  If  these  requirements  are  met  a  Massachusetts  income  tax 
return  must  be  filed  although  tax  may  not  be  due.  MILITARY  PROVISIONS:  (a)  Service 
members  who  are  domiciliaries  of  Massachusetts  and  maintain  an  abode  outside  the  State  are 
taxed  as  residents;  (b)  Compensation  paid  to  nonresident  service  members  stationed  in 
Massachusetts  is  not  includible  in  their  gross  income;  (c)  Massachusetts  gross  income  does  not 
include  compensation  for  any  month  in  which  a  service  member  was  POW/MIA.  The  spouse  of 
a  POW/MIA  service  member  may  file  a  joint  return  stating  the  status  of  the  service  member; 

(d)  Contributions  to  the  Retired  Serviceman's  Family  Protection  Plan  (RSFPP)  are  taxable. 
Payments  to  survivors  are  includible  in  Massachusetts  gross  income  to  the  same  extent 
includible  in  Federal  gross  income. 

DESERT  STORM  PROVISIONS:  See  TIR  91-3  (attached) 

MASSACHUSETTS  DEPARTMENT  OF  REVENUE 
PERSONAL  INCOME  TAX 

MILITARY  INCOME  (RESIDENT) 

FACTS:  Taxpayers  Cooper  is  a  uniformed  member  in  the  military  service  of  the  United 

States  who  is  domiciled  in  Massachusetts.  During  her  most  recent  taxable  year,  she  lived  in  a 
state  other  than  Massachusetts  because  she  was  temporarily  assigned  to  active  duty  at  a  military 
base  in  such  state. 
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ISSUE:  Is  the  compensation  Taxpayer  Cooper  received  for  her  military  service  while  on 

active  duty  in  a  state  other  than  Massachusetts  subject  to  the  Massachusetts  income  tax? 

DISCUSSION:  The  Massachusetts  gross  income  of  an  individual  domiciled  in  Massachusetts 
includes  income  derived  from  sources  both  inside  and  outside  the  Commonwealth,  G.L.  c  62,  2 
(a).  Accordingly,  the  compensation  paid  by  the  United  States  to  uniformed  military  personnel 
domiciled  in  Massachusetts,  but  assigned  to  active  duty  outside  the  Commonwealth,  is  subject 
to  Massachusetts  taxation.  Such  compensation  is,  however,  not  subject  tr  taxation  in  the  state 
of  military  assignment  because  such  taxation  is  prohibited  by  federal  law  50  U.S.C.  574. 

DIRECTIVE:  The  compensation  received  by  Taxpayer  Cooper  for  her  military  service 

while  on  active  duty  in  a  state  other  than  Massachusetts  is  subject  to  Massachusetts  income 
tax,  and  must  be  reported  on  a  resident  return. 

REFERENCE:  G.L.  c.  62,  2(a);  50  U.S.C.  574;  DOR-D  86-1 1;  DOR-D  86-12. 

MASSACHUSETTS  DEPARTMENT  OF  REVENUE 
PERSONAL  INCOME  TAX 

MILITARY  PERSONNEL  (NON-RESIDENT:  INCOME  OF  CIVILIAN  SPOUSE) 

FACTS:  Mr.  and  Mrs.  Baker  are  a  married  couple  domiciled  in  a  state  other  than 

Massachusetts.  During  the  most  recent  taxable  year,  they  lived  in  Massachusetts  because  Mr. 
Baker,  a  uniformed  member  in  the  military  service  of  the  United  States  was  temporarily 
assigned  to  active  duty  at  a  military  base  in  the  Commonwealth.  While  in  Massachusetts 
Mrs.  Baker  secured  a  job  with  a  local  employer. 

ISSUE:  Is  the  income  Mrs.  Baker  received  from  her  employment  in  Massachusetts 

subject  to  Massachusetts  income  tax? 

DISCUSSION:  Massachusetts  income  tax  is  imposed  upon  any  Massachusetts  source  income 
earned  by  non-residents  G.L.  c  62,  5A(a).  Compensation  received  by  reason  of  Massachusetts 
employment  is  Massachusetts  source  income.  Massachusetts  income  tax  is  not  imposed  upon 
compensation  paid  by  the  United  States  to  non-resident  uniformed  military  personnel  assigned 
to  active  duty  in  Massachusetts  50  U.S.C.  574;  G.L.  c.  62,  5A(c).  This  exclusion,  however, 
^plies  only  to  military  compensation  received  by  non-resident  military  personnel.  There  is  no 
exclusion  for  Massachusetts  source  income  earned  by  civilian  spouses  of  such  military 
persoimel. 

DIRECTIVE:  The  income  Mrs.  Baker  received  from  her  employment  in  Massachusetts  is 

subject  to  Massachusetts  income  tax  and  must  be  reported  on  a  non-resident  return.  Form 
1-NR. 
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REFERENCE:  G.L.  c.  62.  5A(a).  (c).  50  U.S.C.  574.  DOR-D  86-10,  DOR-D  86-12 

MASSACHUSETTS  DEPARTMENT  OF  REVENIJF. 

PERSONAL  INCOME  TAX 

MILITARY  INCOME  (NON-RESIDENT) 

FACTS:  Taxpayer  Adams  is  a  uniformed  member  in  military  service  of  the  United 

States  who  is  domiciled  in  a  state  other  than  Massachusetts.  During  her  most  recent  taxable 
year.  Adams  lived  in  Massachusetts  because  she  was  assigned  to  active  duty  at  a  military  base 
in  the  Commonwealth.  In  addition  to  her  military  compensation.  Adams'  income  for  federal 
tax  purposes  for  the  year  included  a  $5,000  prize  won  in  a  Massachusetts  lottery. 

ISSUE:  To  what  extent,  if  any,  is  the  income  Taxpayer  Adams  received  while  on  active 

duty  in  Massachusetts  subject  to  the  Massachusetts  income  tax? 

DISCUSSION:  Federal  law  prohibits  a  state  from  imposing  a  tax  on  the  compensation 
received  for  military  service  by  military  persormel  temporarily  located  in  the  state  because  of 
military  assignment  50  U.S.C.  574  Such  compensation  may  be  taxed  only  by  their  state  of 
domicile.  Accordingly,  compensation  paid  by  the  United  States  to  non-resident  uniformed 
personnel  assigned  to  active  duty  in  Massachusetts  is  not  subject  to  Massachusetts  taxanon 
G.L.  c.  62  5A(c).  Any  other  income  which  non-resident  personnel  earn  or  derive  from 
Massachusetts  sources,  however,  is  subject  to  Massachusetts  income  tax  G.L.  c.  62  5A(a). 

DIRECTIVE:  The  compensation  received  by  Taxpayer  Adams  for  her  military  service 

while  on  active  duty  in  Massachusetts  is  not  subject  to  Massachusetts  income  tax.  The  lottery 
prize  IS,  however,  subject  to  tax  and  must  be  reported  on  a  non-resident  return.  Form  1-NR. 

REFERENCE:  G.L.  c.  62.  5A(a),  (c),  50  U  S  C.  574,  DOR-D  86-10;  DOR-D  86-11 

INCOME  EXCLUSIONS.  Interest  on  obligations  of  the  United  States,  Social  Security,  public 
welfare  assistance;  Veterans  Administration  disability  payments;  G  I.  Bill  education  payments, 
workmen's  compensation  (Massachusetts  income  tax  law  references  to  the  Internal  Revenue 
Code  apply  to  such  Code  as  amended  on  January  1,  1988  based  on  the  Chapter  106,  tax  law 
update.  Therefore,  income  reported  as  taxable  unemployment  compensation  for  Federal  tax 
purposes  would  also  be  taxable  for  Massachusetts  income  tax  purposes),  accident  or  life 
insurance  payments  or  gifts,  undistnbuted  income  of  a  corporation  taxable  under  Subchapter  S 
of  the  Internal  Revenue  Code. 

RATES.  Part  A  Income:  Interest,  dividends  and  net  capital  gam  included  in  Massachusetts 
gross  income,  except  interest  and  dividends  from  savings  deposits  in  Massachusetts  banks  — 
12%  (for  tax  years  1990  through  1992).  Part  B  Income:  Wages,  salanes  and  tips,  business/ 
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professional  or  farm  income,  royalty  and  REMIC  income,  partnership  and  S  corporation 
income,  trust  income,  other  income  (winnings,  fees,  etc  ),  and  pension  and  annuity  income, 
alimony  received,  rental  income,  unemployment  compensation,  taxable  IRA/  Keogh 
distributions,  and  Massachusetts  bank  income.  Part  B  Income  for  1991  is  consolidated  and 
taxed  at  a  rate  of  6.25%  for  1991  only,  (Thereafter,  Part  B  income  will  be  taxed  at  a  rate  of 
5.95%) 

Deductions  from  Part  A  Income.  (1)  Excess  trade  or  business  deduction  if  12%  gross  income 
is  effectively  connected  with  the  active  conduct  of  a  trade  or  business.  The  trade  or  business 
deductions  must  be  claimed  against  5.95%  income  first.  (2)  Capital  loss  reduction,  if  any,  of 
interest  and  dividends,  $1,000  maximum.  Deductions  from  Part  B  Income.  Massachusetts 
deductions  are  not  the  same  as  Federal  "itemized  deductions".  The  deductions  allowable  to 
an  employee  include;  (1)  Amounts  paid  under  the  Federal  Social  Security  Act,  the  Railroad 
Retirement  Act,  Federal  and  Massachusetts  Retirement  Systems  up  to  $2,000  per  taxpayer;  (2) 
Limited  rent  deduction  of  one-half  of  all  rent  payments  for  a  principal  place  of  residence  in 
Massachusetts  during  the  taxable  year;  maximum  deduction  $2,500;  (3)  Alimony  paid;  (4) 
Employment-  related  expenses  for  children  under  age  15,  disabled  dependents  and  disabled 
spouse  care  expenses;  (5)  One  $600  deduction  if  not  claiming  employment-related  expenses 
for  child,  etc.,  care  AND  if  the  taxpayer  has  one  or  more  children  under  age  12;  (6)  Interest 
and  dividends  on  savings  accounts  in  Massachusetts  banks  of  $100  for  a  single  person,  $200 
for  married  persons  filing  jointly;  (7)  Moving  expenses  up  to  amount  reimbursed  by  employer 
(IRS  Form  1040,  line  22),  noting  also  that  the  reimbursed  amount  must  be  included  as  income 
on  the  Massachusetts  tax  return;'  (8)  Forfeited  interest  penalty  for  premature  withdrawal  (IRS 
Form  1040,  line  26);  (9)  The  deductions  allowed  against  Part  B  income  do  not  include  all 
business  expenses  shown  on  Federal  Form  2106.  Only  those  expenses  shown  on  Part  1 
(employee  business  expenses)  of  Form  2106  are  deductible  in  computing  Part  B  adjusted  gross 
income.  The  expense  must  be  related  to  income  reported  on  a  Massachusetts  tax  return.  U.S. 
For  Schedule  A  Miscellaneous  Employee  Business  Expense  deductions  see  attached 
computations  worksheet  from  1992  instructions;  (10)  A  long  term  capital  gain  deduction  of 
50%  for  1983  and  following  years.  Capital  losses  may  be  carried  forward  without  limitation. 

NOTE;  Expenses  connected  with  employment  for  union  or  professional  dues,  tools,  uniform 
maintenance,  and  other  itemized  deductions  on  IRS  Form  1040,  Schedule  A,  are  not  allowed. 

A  self-  employed  person  may  deduct  all  ordinary  and  necessary  expenses  paid  or  incurred 
during  the  tax  year  in  carrying  on  any  trade  or  business  provided  such  trade  or  business  does 
not  consist  of  the  performance  of  services  by  the  person  as  an  employee. 

EXEMPTIONS:  (1)  Personal:  Single-$2,200;  Married  if  filing  separately-$2,200;  Married,  if 
filing  jointly  -  a  $2,200  exemption  for  each  spouse  whether  or  not  both  spouses  work.  A 
married  person  filing  separately  will  also  be  entitled  to  a  personal  exemption;  (2)  $1000  for 
each  dependent  (3)  $700  if  age  65  or  over  (4)  medical  &  dental  expenses  allowed  as  a 
deduction  on  taxpayer's  Federal  return  only  if  they  are  excess  itemized  deductions  (5)  $2,200 
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additional  if  legally  blind  (6)  portion  of  child  adoption  fees  (7)  interest  income  in 
Massachusetts  banks;  single  or  married  filing  separately-SlOO;  married  filing  jointly-  $200.  If 
a  legal  resident  for  part  of  the  taxable  year,  allowable  exemptions  are  reduced  based  on  days  as 
a  resident  divided  by  365.  If  a  nonresident,  total  exemptions  are  apportioned  to  an  amount 
based  on  a  ratio  of  Massachusetts  gross  income  divided  by  total  gross  income  of  the  same 
,  type  anywhere.  This  ratio  is  used  to  apportion  the  deductions  of  (a)  alimony  paid  (b)  child 
under  IS,  disabled  dependent  and  disabled  spouse  care  expense  and  (c)  the  $600  amount 
allowed  if  any  member  of  a  household  was  under  age  12  at  year  end  and  if  the  taxpayer  is  not 
claiming  a  deduction  in  (b). 

PAYMENTS;  Return  and  full  payment  due  15  April  1992.  A  Declaration  of  Estimated  Tax 
must  be  filed  by  persons  who  expect  a  tax  liability  on  income  for  which  there  is  no 
withholding  to  be  $200  or  more.  The  tax  is  to  be  paid  in  quarterly  installments.  A 
four-month  automatic  extension  of  time  to  file  may  be  obtained.  Request  for  an  extension 
should  be  directed  to  Massachusetts  Department  of  Revenue,  P.O.  Box  7011,  Boston, 
Massachusetts  02204.  Further  extensions  may  be  granted  for  good  cause. 

NOTE;  There  is  no  statute  of  limitations  on  the  requirement  to  file  a  return.  Delinquent 
service  members  should  contact  the  Department  to  have  circumstances  of  delinquency 
reviewed.  Penalty  for  failure  to  file  is  1%  per  month,  up  to  a  maximum  of  25%  and  there  is 
an  additional  1/2  of  1%  per  month  penalty,  up  to  a  maximum  of  25%  for  nonpayment  of  taxes. 
If  a  person  does  not  file  a  return  the  total  of  penalties  and  interest  would  be  3%  per  month. 
Penalty  may  be  waived  where  the  circumstances  warrant  doing  so.  The  current  late  payment 
interest  rate  is  18%. 

SURTAX;  For  taxable  years  beginning  on  or  after  January  1,1986,  no  surtax  will  be  imposed 
on  Massachusetts  personal  income  taxes. 

RETIREMENT  INCOME.  See  TIR  92-3. 

TAX  AUTHORITY :  Commonwealth  of  Massachusetts,  Department  of  Revenue,  Leverett 
Saltonstall  Building,  100  Cambridge  Street,  Boston,  Massachusetts  02204.  (617)  727-4545  or 
1-800-392-6089 


96 


1991  TECHNICAL  INFORMATION  RELEASES 

HR  Vumber 

91-3.  Massachuseus  Income  Tax  Filing  Extensions  For  Military  Personnel  in  the 
Persian  Gulf  Area. 


91-3.  Massachusetts  Income  Tax  Filing  Extensions  For  Military  Person¬ 
nel  in  the  Persian  Gulf  Aren 

I.  INTRODUCTION' 

This  Technical  Information  Release  (TIR)  explains  the  recently  enacted 
Massachusetts  legislation,  G.L.  c.  62C.  s.  81,  allowing  military  and  support 
personnel  who  served  in  the  Persian  Gulf  area  to  extend  the  time  to  file  1990 
.Massachusetts  income  tax  returns  and  pay  1990  income  taxes.  The  extension 
of  time  to  file  1990  income  tax  returns  and  pay  1990  income  taxes  applies  to 
personnel  who  served  as  part  of  Operation  Desert  Shield  or  Desert  Storm  in 
the  Persian  Gulf  area,  which  was  designated  by  the  President  of  the  United 
States  by  Executive  Order  as  a  combat  zone.  The  extension  period  is  for  the 
time  served  in  the  Persian  Gulf  area  plus  at  least  six  months  (180  days).  The 
extension  provisions  are  retroactive  and  apply  to  personnel  who  began  such 
service  on  or  after  August  2,  1990.  The  new  Massachusetts  extension  provi¬ 
sions  parallel  the  federal  provisions  of  secdon  7508  of  the  Internal  Revenue 
Code  (Code),  as  recently  amended.’ 

II.  EXTENSIONS  OF  TIME  TO  FILE  RETURNS  AND  TO  PAY  TAXES 

A.  General  rule.  Military  and  support  personnel  who  served  in  the 
Persian  Gulf  area  as  part  of  Operation  Desert  Shield  or  Desert  Storm  on 
or  after  August  2,  1990,  are  allowed  an  automatic  extension  of  time  to  file 
their  1990  Massachusetts  income  tax  returns  and  to  pay  their  1990 
income  taxes.  The  extension  is  for  the  period  served  in  the  Persian  Gulf 
area,  plus  at  least  180  days.  No  interest  or  penalties  will  be  charged 
during  the  extension  period  on  taxes  due  in  1990.  The  extension  of  uxqb 
to  file  returns  also  applies  to  spouses  of  personnel  serving  in  the  Persian 
Gulf  area  if  a  joint  return  is  filed.  Taxpayers  claiming  an  extension  of 
time  to  file  a  return  or  pay  tax  under  the  new  provisions  of  the  law 
should  write  "DESERT  STORM"  on  the  income  tax  envelope  and  on  the 
top  of  the  income  tax  return  that  they  submit  to  the  Department  d 
Revenue. 

B.  Extension  period.  The  new  due  date  for  filing  1990  M" cor 
income  tax  returns  and  paying  tax  is  the  same  as  the  federal  date  and  ia 
calculated  as  follows: 

'  Under  section  1 12  of  the  Code,  ceruin  combat  pay  of  military  personnel  serving  in  a 
zone  is  excluded  from  federal  gross  income  and  therefore  is  not  subject  to  federal  income  eA 
Massachusetts  income  tax  law  incorporates  the  provisions  of  section  112  of  the  Code,  so  iW 
combat  pay  will  be  excluded  from  Massachusetts  income  to  the  extent  that  it  is  excluded  6r«« 
federal  income.  However,  since  the  Persian  Gulf  area  was  declared  a  combat  zone  in  1991, 
combat  pay  exclusion  does  NOT  apply  to  1990  income. 
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1.  The  date  of  departure  from  serving  in  the  Persian  Gulf  area.  The 
starting  date  is  the  date  of  departure  from  the  Persian  Gulf  area  as 
part  of  Operation  Desert  Shield  or  Desert  Storm  (or,  if  applicable,  the 
date  of  termination  of  combatant  activities  in  the  Persian  Gulf  area  as 
designated  under  section  112  of  the  Code):  plus 

2.  At  least  180  days  thereafter.  At  least  180  days  after  the  starting 
Jatc  in  Section  II.B.l.,  above,  plus  a  period  of  up  to  105  additional 
uaya,  ^%ith  such  additional  period  representing  the  number  of  days 
remaining  in  the  tax  filing  period  of  January  1,  through  April  15, 
1991,  calculated  as  of  the  time  the  taxpayer  entered  the  Persian  Gulf 
area;  plus 

3.  The  period  of  qualified  hospitalization,  if  any.  Any  period  of 
continuous  hospitalization  as  a  result  of  injuries  while  serving  in  the 
Persian  Gulf  area,  including  any  period  of  hospitalization  outside  the 
United  States:  and  any  period  for  up  to  five  years  of  hospitalization 
within  the  United  States  (except  this  provision  does  not  apply  to 
spouses):  plus 

4.  The  period  of  time  in  a  missing  status,  if  any.  Any  period  during 
which  an  individual  serving  in  the  Persian  Gulf  area  is  missing  in 
action  or  prisoner  of  war,  within  the  meaning  of  s.  6013(f)(3)  of  the 
Code. 

C.  Lxamples. 

Example  1.  Taxpayer  entered  the  Persian  Gulf  area  on  August  26, 

1990,  and  sen..  -  there  through  March  16,  1991,  when  she  returned  to 
the  United  States.  She  has  285  days  (180  plus  105)  after  her  date  of 
departure  from  the  Persian  Gulf  area  (i.e.  285  days  from  March  16, 
1991)  to  file  her  income  tax  return.  The  additional  105  days  are 
the  number  of  days  that  were  in  the  tax  filing  period  of  January  1, 
wirough  April  15,  1991,  calculated  as  of  the  date  she  entered  the 
Persian  Gulf  area.  Her  1990  return  is  due  by  December  26,  1991. 
Example  2.  Taxpayer  entered  the  Persian  Gulf  area  on  January  5, 

1991,  and  was  injured  on  February  15,  1991.  He  was  flown  to  a  U.S. 
hospital  and  w«is  hospitalized  through  April  21,  1991.  He  has  281 
days  (180  plus  101)  after  the  date  of  his  departure  from  the  hospital 
on  April  21,  to  file  his  1990  income  tax  return.  The  additional  101 
days  are  the  number  of  days  that  were  left  in  the  tax  filing  period  of 
January  1,  through  April  15,  1991,  calculated  as  of  January  5,  1991, 
the  date  he  entered  the  Persian  Gulf  area.  (See  explanation  in  II.B.2., 
above;.  His  1990  return  is  due  by  January  27,  1992. 

OTHER  TAX  RELIEF  PROVISIONS 

I*?  addition  to  the  extension  of  time  to  file  tax  returns  and  pay  taxes,  the 
legislation,  G.L.  c.  62C,  §  81,  contains  other  tax  relief  provisions  for 
»^ur>  and  support  personnel  who  served  in  the  Persian  Gulf  area  during 
Operation  Desert  Shield  or  Desert  Storm.  For  those  taxpayers,  the  Commis- 
will  suspend  all  tax  remm  examinations  and  actions  to  collect  back 
without  interest  or  penalties,  during  the  extension  period  described  in 
'  TIR  (a;  II  B.,  above).  These  tax  relief  provisions  also  apply  to  spouses  of 
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personnel  serving  in  the  Persian  Gulf  area  if  a  joint  return  is  filed.  The 
extension  of  time  to  file  and  other  tax  relief  provisions  do  not  apply  to  a 
spouse,  however,  for  any  tax  year  beginning  more  than  two  years  after  the 
date  that  combat  activities  end.  Any  person  claiming  eligibility  for  tax  relief 
under  these  provisions  should  write  the  words  "DESERT  STORM”  on  the  top 
of  any  correspondence  to  the  Department  of  Revenue. 

IV.  USE  OF  POWERS  OF  ATTORNEY 

Taxpayers  ordinarily  must  personally  sign  their  income  tax  returns,  wheth¬ 
er  filing  an  individual  return  or,  if  married,  a  Joint  return.  As  an  alternative, 
personnel  serving  in  the  Persian  Gulf  area  may  sign  a  power  of  attorney, 
authorizing  a  spouse,  parent,  or  other  person  to  act  as  the  taxpayer's  personal 
representative  to  prepare,  sign  and  file  a  return  on  the  taxpayer’s  behalf.  To 
use  the  alternative  method  of  filing,  a  signed  power  of  attorney,  either  in  the 
form  of  a  letter  or  Form  M-2848  (Power  of  Attorney  and  Declaration  of 
Representative),  must  be  attached  to  the  return. 

V.  TAXPAYER  ASSISTANCE 

Questions  on  the  income  tax  filing  obligations  of  personnel  serving  in  the 
Persian  Gulf  area  should  be  directed  to  the  Massachusetts  Department  ot 
Revenue,  Taxpayer  Assistance  Bureau,  at  (617)  727-4545  or  toll  free  at 
1-800-392-6089. 

April  12,  1991  /s/Mitchell  Adams _ 

TIR  91-3  Commissioner  of  Revenue 
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TIR  92-3 

Military 
Retirement 
Benefits  Remain 
Subject  to 
Income  Tax 


I,  Summary 

T’^'S  Tecmcal  Ir.tcrrr'at'cn  Pl  ease  iTiRi  exoa.ra  '.re  MassaefiLsens  •r.czr'.'ii  'a*  c  j  ^ 

"niiitary  retirement  ceretits  ifi 'ight  of  ;ne  U  S  Sue emeCoundecision  in  gjrxeri'  Kansas  60 'j  S  L 
4322  .April  21.  *992'  The  T.R  concludes  thal  the  Barker aeosizr  does  -"Ot  negate  me  vancy  o'  '"o 
distinction  Detween  contnDutory  and  non -contributory  public  retirement  plans  uncer  Ci  w  ;  n2  } 
2ia.i2!iEi  Theretore  oayments  from  non-cont'ibutory  bubiic  retirement  piano  genera  '/  nc  ■  g 
military  retirement  benefits  remain  suDjecfo  tne  Uassac-userts  personal  incor~"  •.!« 


II.  Discussion 

A.  Federal  Law 

Under  the  Pubic  5aiary  Act  :f  ’  339.  4  u  S  C  §  i  n  me  United  Slates  per.mcs  no.,  dual  svates  ■;  -sr 
the  pay  ct  federal  office's  arc  e'"b'cyees  provided  fhat  me  tax  cces  not  o  scr  .m  rate  against  me  oi‘  :=■  s 
or  emcicyees  because  of  me  source  of  tneir  pay.  The  Supreme  Court  nas  ne'd  tnat  preferent  ai  tax 
treatment  of  -etiremen;  income  paid  to  ‘orn*er  state  and  local  government  employees,  based  on  me 
source  of  mat  .ncome.  violates  4  u  S.C.  §  1 1 1  when  it  is  not  extended  to  leccrai  retirees  Davs  / 
Aficr.gan  Oapaerrent  of  :re  Treasury  433  j  S  803  (i989). 


Recently,  the  U  S  Supreme  Court  m  Barker  v  Kansas  60  U  S.L.W  4322  f April  21  i9?2)  dec  ced  that 
the  state  of  Kansas  discriminated  against  federal  employees  m  violation  of  4  u  S  C  §  1 1 1  when  maxed 
the  retirement  benef,:;  .t  .  ,j.;  ct..'ees  •■•h..ce*c.Tpt:r.g'romtax ’.he'etirerhentpene' s.  i.a.e 
emoioyees.  Because  military  ''etirees'  remain  members  of  the  U  S.  armed  forces  and  are  suo;ect  to 
military  justice,  to  restrictions  on  civilian  employment,  and  to  recall  for  active  service  Kansas  hao 
anempted  to  justify  .fs  disparate  tax  treatment  of  payments  10  military  retirees  and  state  -et  rees  cy 
describing  payments  to  miiitany  retirees  as  current  -educed  payments  for  current  services  as  rcocseo 
to  the  deferred  compensation  received  by  former  state  employees  for  past  services.  The  Suprem.e  Ccud 
rejected  this  distinction  because  oayments  to  a  military  retiree  are  based  on  the  retiree  s  rann  ana  length 
of  service  and.  m  fact,  resemble  deferred  comoensation  tor  services  previously  provided.  The  Ccun 
concluded  mat  Kansas  had  violated  4  u.S.C.  §  1 1 1  because  its  inconsistent  tax  treatment  of  state  and 
‘ederai  retirees  was  not  'directly  related  to.  and  justified  by,  significant  differences  between  ...e  .wo 
'‘'3S56S'  C*  60  'J  S  L  W  *3022  3t 


B.  Massachusetts  Statutes 

Massaenusetts  generally  im.poses  an  income  tax  on  the  Massachusetts  gross  income  of  residents,  with 
CB'rtain  deductions  and  exclusions.  G.L.  c.  62.  Massachusetts  gross  income  is  defined  as  .ede'Si  g'uss 
income  with  Massachusetts  modifications  G  L.c.  62.  §2.  One  of  these  modifications  excludes  [i, ncome 
from  any  contributory  annuity,  pension,  endowment  or  retirement  fund  of  the  United  States  gove-  n^e^'t 
cr  me  commonwea'in  or  any  Dcticai  suOdivsion  thereof,  to  which  the  employee  has  contributeo  u  L 
c.  62'§  2(a)(2)iEl.  See  also  G.L  c.  62.  §  3(bi(ai(4).  Under  the  terms  of  this  statute,  either  state  or  federal 
pension  payments  are  ‘-cm  Massachusetts  mcome  'ax  if  me  pension  'urds  .s'e  cont-b-uteny 

Military  retirement  benefits  generally  are  subject  to  Massachusetts  income  tax  because  'he  -r'  'itary 
retirement  system  .=  -c»  a  cpr'-butc"/  'ef-erent  plan.  See  Technical.lnformaticn  ne'ease  =9-4  Le-rer 
Ruling  89-1 . 


•  -u:2  i  C/.5  T'c  u-tecSiatesior.ser-.s-.omeia.a:  m"';- 

■-  ; ;  ;  r , i 5  fe  un.tao  States,  a  territory  or  oossess.on  or  ooi  t  cai  Succ  .  s  o--  "r- 

government  of  the  Oismct  0I  Columoia  or  an  agency  or  instrumentality  of  one  or  more  of  me  'O'egoi-g  Dv 
constiiuteo  taxing  authority  "aving  jufisoiciion.  I  the  taxation  doe*  not  Oiscnminaie  againsime  ohicer ..  e". 
because  oi  me  source  of  me  oay  or  comoensation 


a 

:  o»ee 
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C.  Barker  Decision  Dees  Not  Invalidate  Massachusetts  Law 

I'l  barker,  tne  Suoferre  Court  rtas  'ecognizea  that  state  taxing  systems  3o  net  'ecessaniy  .  oiate 
•1  U  S  C.  §  1 '  ’  "e'eiy  oeca_se  tney  'moose  tax  on  the  mcoms  of  teocal  emoioyees  x/hiie  eje~ot.ng 
a*  the  'ocome  ot  state  emoioyees.  Rather,  the  Court  stated  that  we  evaluate  a  state  tax  tnat  s 
3  eged  to  discriminate  against  federal  employees  m  favor  ot  state  employees  oy  nquinng  wrtetfer  the 
nconsistert  tax  -eatment  s  o-rectiy  related  to.  and  lustitied  oy.  significant  d'^e'ences  oe'ween  tne  rwo 

Classes.  SarKer.  60  U  S  L.W  ■1322  at _ .Thus.  Significant  differences  oetweenc'asses  of 'ederai 

and  state  employees  ~3y  n-stify  a.herent  tax  treatment  ot  the  incomes  ot  these  Casses  ct  en-o'Ojees 

Massachusetts  law  dees  not  violate  i  U  S.C.  §  1 1 1  because  it  does  not  discriminate  agamst  'ecerai 
•etirees  on  -he  oasis  of  the  sc'urce  of  their  pay.  See  TiR  39-6  iresponamg  to  the  Oavs  oecisioni.  The 
s  gnificant  dist.nct  crs  ser.veen  the  structures  of  contributory  retirement  olans  3"d  'cn-cc'f  c.tc', 
Dians  directly  relate  to  and  lustity  the  oiherence  m  tax  treatment  ot  distributions  from  these  oians.  A 
cc'f  c-:cr  ^  pension  is  one  r.  wnicn  amounts  contributed  to  the  plan  are  inciuCDie  in  tne  Massachusetts 
gross  ncome  Of  the  emoicvee  tor  wou'd  be  included  in  the  Massachusetts  gross  -ncome  of  the  en-oioyee 
f  mo  emo'oyee  were  a  Massachusetts  resident).  Under  a  non-contnOufory  oian  amounts  centnbuted 
on  oenaif  of  an  employee  are  rot  -nc'-ded  in  the  gross  income  of  the  employee  and  are  therefore  not 
sub'ect  to  tax  at  the  time  of  contribution.  Thus,  taxing  distributions  from  contributory  oians  can  lead  to 
double  taxation,  while  taxing  distributions  from  non-contnbutory  plans  will  not. 

The  Suprerpe  Court  m  Sarfter  specifically  refrained  from  invalidating  different  tax  treatment  of  oav-en>s 

from  contributory  and  non -contributory  plans.  Barker.  60  U.S  L.W.  4322.  at _ n  5  Consequently. 

the  Sariierdecision  does  not  alter  the  non-discnminatory  distinction  behween  payments  from  mesa  cans 
currently  found  in  Massachusers  law. 


April  28.  1992 


Mitchell  Adams 
Commissioner  of  Revenue 
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STATE  LAW:  Income  Act  1967,  Act  281,  as  amended. 

TAXPAYERS;  All  taxable  income  from  any  source  is  allocated  to  this  state,  except 
gains/losses  and  rental  income  from  real  property  not  located  in  this  state  and  from  business 
income  apportioned  to  another  state. 

NONRESIDENT;  The  taxable  income  allocated  to  this  state  includes  compensation  earned  for 
personal  services  performed  in  this  state,  gains/losses  and  rental  income  from  real  property 
located  in  this  state  and  from  business  income  apportioned  to  this  state. 

FILING;  Every  person  who  is  required  to  file  a  federal  income  tax  return  must  file  a 
Michigan  return  if  his  or  her  income  subject  to  Michigan  tax  exceeds  the  personal  exemption 
allowance  allowed  under  the  Income  Tax  Act. 

MILITARY  PROVISIONS:  (a)  Service  members  who  are  legal  residents  of  Michigan  but 
maintain  an  abode  elsewhere  are  required  to  file  a  Michigan  income  tax  return.  All  military 
pay  is  exempt,  (b)  Michigan  does  not  provide  any  special  treatment  for  service  members  who 
are  POW/MIA  (or  their  spouses),  (c)  Military  personnel  on  duty  outside  the  United  States  or 
Puerto  Rico,  including  non-permanent  or  short  term  duty,  on  the  due  date  may  delay  filing  and 
paying  the  tax  due  until  the  fifteenth  day  of  the  sixth  month  following  the  close  of  the  tax  year. 

DESERT  STORM:  The  due  date  for  filing  a  Michigan  income  tax  return  is  April  15,  1991. 
However,  the  Michigan  Department  of  Treasury  will  follow  Internal  Revenue  Code  Section 
7S08(a),  which  provides  that  military  personnel  assigned  to  a  combat  zone  on  the  due  date  may 
delay  filing  and  paying  the  tax  due  until  180  days  after  the  period  of  such  service.  The  period 
of  service  includes  continuous  hospitalization  due  to  injuries  received  while  serving  in  the 
combat  zone.  These  provisions  apply  to  the  spouse  as  well  as  the  individual  entitled  to  the 
benefits.  Michigan  filers  are  reminded,  however,  that  an  extension  applies  only  if  tax  is  due. 
Persons  claiming  a  refund  may  file  any  time  within  four  years  following  the  due  date  of  the 
return. 

RESIDENTS:  Resident  is  defined  as  an  individual  domiciled  in  Michigan  (Michigan  Statute, 
Section  1 8).  Domicile  means  a  place  where  a  person  has  his  true,  fixed,  and  permanent  home 
and  principal  establishment  to  which,  whenever  absent  therefrom  intends  to  return;  domicile 
continues  until  another  permanent  residence  is  established.  If  an  individual  during  the  tax  year 
being  a  resident  becomes  a  non-resident  or  vice  versa,  taxable  income  shall  be  determined 
separately  for  income  in  each  status.  If  an  individual  lives  in  Michigan  at  least  183  days  during 
the  tax  year  or  more  than  one-half  the  days  during  the  tax  year  of  less  than  twelve  months, 
he/she  shall  be  deemed  a  resident  individual  domiciled  in  the  State.  A  nonresident  is  anyone 
not  a  resident  as  defined  here. 
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INCOME  EXCLUSIONS:  Taxable  income  for  Michigan  is  Federal  adjusted  gross  income  with 
the  following  modifications: 

Subtract  —  (a)  Compensation  and  retirement  benefits  received  for  service  in  the  Armed  Forces 
of  the  United  States;  (b)  Income  from  United  States  Savings  Bonds  and  other  United  States 
obligations,  (c)  Deductions  for  capital  gains  attributable  to  period  prior  to  inception  of 
Michigan  Income  Tax  (October  1,1967),  (d)  Pension  benefits  received  from  this  State,  the  U  S. 
Government  (Federal  Civil  Service),  and  its  local  governments  are  subtracted  to  the  extent 
included  in  adjusted  gross  income  or  to  the  extent  that  the  other  state  permits  a  similar 
deduction  of  public  retirement  pension  by  this  state  or  its  local  governments,  whichever  is  the 
lessor  amount;  (e)  Any  other  pension  benefits  up  to  $10,000  on  a  joint  return  and  $7,500  on  a 
single  return;  (f)  Contributions  to  national  or  Michigan  political  parties  or  candidates  (the 
maximum  is  $50.00  for  single  filers  and  $100.0  on  a  joint  return);  (g)  Income  from  property  or 
business  not  located  in  Michigan;  (h)  Overpayment  of  state  or  city  income  tax  that  is  included 
as  income  on  the  Federal  return;  (i)  Proceeds  and  prizes  won  in  bingo  conducted  by  this  State 
to  the  extent  included  as  income  on  the  Federal  return.  Deduct  to  extent  included  in  AGI, 
wages  not  deductible  under  280(c)  of  the  IRC,  Tier  I,  social  security  benefits,  the  amount 
determined  on  line  19  of  Schedule  R,  (Credit  for  the  elderly  or  for  the  Permanently  and  Totally 
Disabled),  and  payments  made  under  an  advanced  tuition  payment  contract  as  provided  in  the 
Michigan  Education  Trust  Act;  (j)  Add  to  the  extent  deducted  in  determining  federal  adjusted 
gross  income  the  net  operating  loss  deduction  under  section  172  of  the  Internal  Revenue  Code, 
(k)  Deduct  a  net  operating  loss  deduction  to  the  extent  of  federal  modified  taxable  income  as 
computed  under  section  172(b)(2)  of  the  Internal  Revenue  Code  and  subject  to  the  allocation 
and  apportionment  provisions. 

RATES 

1990  -  4.60% 

1989,  1988,  1987,  1986  -  4.60% 

1986  -  4.60% 

1985  -  5.33% 

1984  -  5.85% 

DEDUCTIONS:  See  "EXCLUSIONS"  and  "CREDITS" 

EXEMPTIONS;  The  Michigan  personal  exemption  allowance  is  $2,100  for  each  exemption 
allowed  on  the  federal  income  tax  return.  In  addition,  a  special  exemption  allowance  of  $900 
IS  allowed  for  a  taxpayer  who  is  65  years  old  or  older,  blind,  permanently  disabled, 
hemiplegic,  paraplegic,  quadriplegic  and  whose  federal  adjusted  gross  income  is  composed  of 
50%  or  more  unemployment  compensation.  A  taxpayer  can  only  claim  a  special  exemption 
allowance  for  being  either  65  or  older  or  permanently  disabled 

CAPITAL  GAINS  AND  LOSSES:  Capital  gams  and  losses  from  (a)  the  sale  of  real 'property 
are  allocated  to  state  where  the  property  is  located;  (b)  the  sale  of  tangible  personal  property  is 
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allocated  to  Michigan  if  the  property  had  situs  in  Michigan  at  the  time  of  the  sale  or  if  the 
taxpayer  is  a  resident  of  this  state  and  the  taxpayer  is  not  taxable  in  the  state  in  which  the 
property  had  situs,  (c)  the  sale  of  intangible  personal  property  is  allocated  to  the  state  of 
residency.  Gains  or  losses  realized  on  property  acquired  before  the  enactment  of  the  Michigan 
Income  Tax  Act  (1  October  1967)  may  be  reduced  by  a  fraction  that  has  as  its  denominator 
the  number  of  months  the  property  was  held  and  as  its  numerator  the  total  number  of  months 
held  before  October  1,  1967 

INCOME  OTHER  THAN  MILITARY  PAY;  Michigan  residents  are  liable  for  tax  on  al' 
income  received,  earned  or  otherwise  acquired  regardless  of  the  source,  except  that  attributable 
to  another  state  under  provisions  of  the  Income  Tax  Act.  When  computing  Michigan  taxable 
income;  ADD  (a)  gross  interest  income  and  dividends  from  obligations  or  securities  of  states 
other  than  Michigan,  in  the  same  amount  which  has  been  excluded  from  federal  adjusted  gross 
income,  (b)  taxes  on  or  measured  by  income  to  extent  the  taxes  have  been  deducted  in 
arriving  at  federal  adjusted  gross  income,  (c)  losses  on  the  sale  or  exchange  of  obligations  of 
the  U.S.  Government  to  the  extent  that  the  loss  has  been  deducted  in  arriving  at  federal 
adjusted  gross  income;  (d)  losses  from  a  business  or  property  located  in  another  state. 

CREDITS;  Residents  are  allowed  a  credit  for  income  taxes  paid  to  another  state,  polihcal 
subdivision.  District  of  Columbia,  or  a  Canadian  Province,  on  income  denved  from  sources 
therein,  which  are  also  subject  to  Michigan  tax. 

EXTENSION  OF  TIME  TO  FILE  A  RETURN;  When  the  taxpayer  has  been  granted  an 
extension  of  time  within  which  to  file  a  final  federal  return  for  a  taxable  year,  the  filing  of  a 
copy  of  the  extension  automatically  extends  the  filing  of  the  Michigan  return  for  an 
equivalent  penod.  If  estimated  taxes  are  due,  a  Michigan  extension  should  be  filed  with  the 
estimated  payment.  In  computing  the  tax  due  for  the  tax  year,  interest  at  the  rate  established 
in,  and  penalties  imposed  by,  section  23  of  Act  No.  122  of  the  Public  Acts  of  1941  shall  be 
added  to  the  amount  of  tax  unpaid  for  the  period  of  the  extension. 

HOMESTEAD  PROPERTY  TAX;  Homeowners  and  renters  are  allowed  a  credit  on 
homestead  property  tax  or  rent  paid  on  a  Michigan  homestead  provided  they  occupied  the 
Michigan  homestead  for  at  least  six  months  of  the  tax  year.  Homeowners  who  were 
temporarily  absent  but  did  not  rent  their  homesteads  and  relinquish  their  domicile  may  claim  a 
homestead  credit  for  the  full  year.  The  credit  is  60%  of  the  amount  by  which  the  property 
taxes  (or  17%  of  the  rent  paid)  exceed  3  5%  of  household  income.  Special  formulas  are 
used  to  compute  the  property  tax  credit  for  senior  citizens,  veterans,  blind  persons,  totally 
disabled,  par^legics  and  quadriplegics.  No  property  tax  is  allowed  on  a  homestead  other 
than  a  Michigan  homestead. 
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HOME  HEATING  CREDIT:  This  credit  helps  low  income  families  who  spend  a  large  portion 
of  their  income  to  heat  their  homes  There  are  income  ceilings  based  on  the  number  of 
exemptions.  Certain  situations  make  a  taxpayer  ineligible  to  claim  a  credit 

PAYMENTS:  Returns  due  April  15  for  calendar  year  taxpayers.  Installments  of  estimated 
Michigan  tax  is  required  if  amount  of  expected  annual  tax  exceeds  withholding  and  credits  by 
$500  or  more. 

RETIRED  PAY:  As  noted  under  "Income  Exclusions",  supra,  Michigan  considers  taxable 
income  to  be  Federal  adjusted  gross  income,  less  retirement  benefits  received  for  service  in  the 
Armed  Forces  or  pension  benefits  received  from  the  U  S  Government  (Federal  Civil  Service) 

TAX  AUTHORITY:  Department  of  the  Treasury,  Individual  Income  Tax  Division,  Treasury 
Building,  Lansing,  Michigan  48922  (517)  373-1426 

TAXPAYER  ASSISTANCE.  Telephone  number  1-800-487-7000 

TAX  FORMS:  Telephone  number  1-800-367-6263 
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STATE  LAW:  Minnesota  Statutes,  Sec  290  01  et  seq 

TAXPAYERS:  Residents  of  Minnesota  must  file  an  income  tax  return  (Form  Ml)  if  they  are 
required  to  file  a  federal  income  tax  return.  Nonresidents  and  part-year  residents  must  file  if 
the  gross  income  assignable  to  Minnesota  exceeds  the  federal  filing  requirement  for  a  single 
person.  Married  couples  must  use  the  same  status  as  that  used  for  filing  their  federal  return, 
i.e.,  if  they  filed  a  joint  federal  they  must  file  a  joint  Minnesota. 

MILITARY  PROVISIONS:  No  tax  is  due  from  the  estate  of  a  deceased  member  of  the 
Armed  Forces  for  the  year  in  which  the  date  of  death  falls.  In  addition,  a  claim  for  refund  can 
be  filed  within  seven  years  from  the  date  the  return  was  filed  to  collect  taxes  paid  for  any  year 
for  which  the  decedent  was  in  military  service.  Any  tax  for  years  prior  to  the  date  of  death 
which  are  unpaid  at  the  time  a  person  on  active  duty  in  military  service  dies  shall  be  abated. 

DESERT  STORM  PROVISIONS:  Minn.  Stat.  Section  289A.39,  subd  1,  is  identical  to  I.R.C. 
Section  7508(a)  as  far  as  extending  the  limitations  of  time  for  the  following  acts: 

-  Filing  returns, 

-  Paying  taxes  past  due  or  to  become  due; 

-  Claiming  refunds; 

-  Commencing  lawsuits  to  have  returns  filed,  to  collect  taxes,  or  to  claim  refunds, 

-  Appealing  Tax  Court  decisions  to  the  Supreme  Court. 

***********  Section  289A.39,  subd.  2,  like  its  federal  counterpart,  suspends  the  assessment 
and  collection  of  interest  and  penalties  on  income  tax  dunng  the  extended  period.  Note, 
however,  that  there  is  no  specific  prohibition  in  the  state  statute  against  the  assessment  and 
collection  of  tax,  once  it  is  determined  that  the  taxpayer  qualifies  for  the  suspension  benefits. 


Section  289A.39,  subd.  3,  also  extends  the  time  penod  for  assessing  tax,  penalty,  and  interest 
for  an  additional  6  months  beyond  the  extension  penod  in  subdivision  1  and  includes  a  further 
6-month  penod  to  commence  a  collection  action  on  the  assessment. 

Finally,  Section  289A.39,  subd.  6,  provides  that  if  an  individual  dies  while  serving  in  the  armed 
forces  of  the  U.S.,  income  tax  is  not  imposed  for  the  year  of  death.  For  prior  taxable  years, 
income  taxes  yet  to  be  assessed  will  not  be  assessed,  and  if  assessed  and  unpaid  will  be  abated. 
Income  taxes  paid  for  any  year  in  which  the  decedent  was  in  active  service  will  be  refunded, 
but  the  refund  claim  must  be  filed  within  7  years  after  the  return  was  filed. 

RESIDENTS:  A  resident  is  an  individual  who  is  either  1)  domiciled  in  Minnesota,  or  2)  an 
individual  who  is  physically  present  in  Minnesota  for  over  183  days  and  who  maintains  an 
abode  in  Minnesota.  The  second  test  of  residence  ("183  day  test")  does  not  apply  to  members 
of  the  military  or  their  spouses  nor  to  individuals  domiciled  in  Wisconsin,  North  Dakota,  or 


106 


MINNESOTA  -  1993 


Michigan.  Change  in  domicile  is  a  question  of  fact  to  be  determined  on  the  basis  of  specific 
acts  combined  with  stated  intent. 

INCOME  EXCLUSIONS:  Interest  on  obligations  of  the  United  States  which  are  immune 
from  state  tax  under  Federal  law. 

TAX  TABLES;  Three  schedules  (1)  married  filing  joint;  (2)  single  head  of  household;  (3) 
single  or  married  filing  separately. 

TAX  RATES  FOR  1993 

MARRIED  FILING  JOINTLY 
Taxable  Income  Tax 

$  0  -  $  1 ,600  $  0  plus  6%  of  amount  over  $  0 

$  21,600  or  more  $  1,296  plus  8%  of  amount  over  $  21,680 
(8.5%  of  amount  over  $85,830) 

SINGLE  HEAD  OF  HOUSEHOLD 
Taxable  Income  Tax 

S  0  •  $  18,190  $  0  plus  6%  of  amount  over  $  0 

S  18,190  or  more  $  1,091  plus  8%  of  amount  over  S  18,190 
(8.5%  of  amount  over  $73,1 10) 

SINGLE 

Taxable  Income  Tax 

$  0  -  $  14,780  $  0  plus  6%  of  amount  over  $  0 

$  14,780  or  more  $  887  plus  8%  of  amount  over  $  14,780 
(8.5%  of  amount  over  $48,550) 

MARRIED  FILING  SEPARATELY 

Rates  are  the  same  as  single,  but  the  diresholds  are  one-half  of  the  income  thresholds  of 
mamed  filing  joint. 

INCOME:  The  starting  point  in  determining  Minnesota  taxable  income  is  federal  taxable 
income  as  computed  under  the  Internal  Revenue  Code  as  amended  through  December  31,  1992. 
The  income  would  be  modified  to  reflect  addition  for  interest  income  from  non-Minnesota  state 
and  municipal  bonds  and  state  income  tax  deduction  claimed  for  federal.  Subtraction  for  the  U. 
S.  bond  interest  and  railroad  retirement  benefits  would  be  allowed  along  with  a  subtraction  for 
state  income  tax  refund  included  in  federal  income  and  a  limited  deductions  for  a  dependent's 
tuition  and  transportation  expenses.  The  allowance  is  limited  to  $650  if  child  is  in 
kindergarten  through  grade  6  and  $1,000  for  grades  7  through  12.  The  school  must  be  operated 
for  a  profit  and  it  must  be  located  in  Minnesota,  North  or  South  Dakota,  Iowa,  or  Wisconsin. 
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Subtractions  are  also  allowed  for  the  recovery  of  IRA  contnbutions,  Keogh  Plan  contnbutions, 
the  picked  up  employees  contribution  to  public  employees  retirement  paid  by  the  employer,  and 
certain  ACRS  depreciation  deductions  which  were  not  allowed  or  were  limited  in  their 
deductions  in  previous  years.  A  subtraction  for  the  elderly  or  permanently  disabled  is  available 
and  replaces  the  credit  allowed  in  1987  for  such  qualified  individuals.  The  maximum 
subtraction  is  SI 0,000  married  filing  joint  and  $8,000  for  single  taxpayers.  The  maximum 
would  be  reduced  by  nontaxable  social  security  or  rail'’oad  retirement  benefits  and  nontaxable 
veteran's  pensions  paid  other  than  military  disability  pensions.  It  would  also  be  reduced  by 
one-half  of  the  federal  adjusted  gross  income  which  is  in  excess  of  SI  5,000  if  married  and  both 
spouses  qualify,  $12,000  for  other  taxpayers. 

DEDUCTIONS:  Included  in  computation  of  income  above,  no  deduction  for  federal  income 
tax  is  allowed  for  years  beginning  after  December  31,  1986. 

TAX  CREDITS;  Minnesota  has  a  Working  Family  Credit  which  is  15%  of  the  federal  earned 
income  credit.  Minnesota  also  offers  a  Child  and  Dependent  Care  Credit,  which  is  100%  of 
the  federal  Dependent  Care  Credit  for  taxpayers  with  income  of  under  $15,180  The  Minnesota 
Dependent  Care  Credit  is  then  phased-out  by  $18  for  each  $350  of  income  over  $15,180  for 
taxpayers  with  one  qualifying  dependent  and  $36  per  $350  for  taxpayers  with  two  or  more 
qualifying  dependents. 

EXEMPTIONS;  Same  as  federal  under  Internal  Revenue  Code. 

CAPITAL  GAINS  AND  LOSSES:  Same  as  under  the  Internal  Revenue  Code. 

PAYMENTS;  Individual  income  tax  returns  and  payments  of  the  tax  are  due  on  Apnl  15th. 
Other  than  the  situation  noted  in  the  Desert  Storm  section,  Minnesota  no  longer  allows  for  an 
extension  of  the  filing  and  payment  date,  even  if  the  individual  has  a  federal  filing  extension. 
However,  Mirmesota's  late  filing  penalty  is  not  imposed  if  the  return  is  filed  by  October  1 5th. 
The  late  payment  penalty  on  the  other  hand  is  imposed  on  any  tax  unpaid  on  Apnl  1 5th.  Thus 
to  avoid  late  penalties,  you  must  pay  by  April  15th  and  file  by  October  15th. 

RETIREMENT  INCOME:  Neither  the  of  Hamer  v.  Virgina.  119931.  nor  the  case  of  Davis  v. 
Michigan  Department  of  Revenue.  (1989),  489  U  S.  803,  103  L.Ed.2d  891,  concerning  the 
taxation  of  federal  retirements,  has  no  direct  impact  upon  the  application  of  Minnesota  law 
Under  Minnesota  law  retirement  benefits  received  by  federal  retirees  are  treated  the  same  as 
retirement  benefits  received  by  retirees  of  State  or  local  subdivisions  of  the  State 
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TAX  AUTHORITY:  State  of  Minnesota,  Department  of  Revenue,  Income  Tax  Division,  P.O. 
Box  64452,  St  Paul,  Minnesota  55164.  (612)  296-1022. 

ADDITIONAL  INFORMATION  AI^TD  FORMS.  To  order  forms  by  phone,  call 
1-800-657-FORM,  or  write  Minnesota  Tax  Forms,  Mail  Station  7131,  St.  Paul,  Minnesota 
55146-7131. 
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STATE  LAW;  Mississippi  Code  (1972),  as  amended.  Title  27,  Sec.  7-1  et  seq. 

TAXPAYERS;  Residents  and  all  other  persons  owning  or  selling  property,  or  otherwise 
receiving  income  during  the  tax  year  from  sources  in  Mississippi,  with  gross  income  exceeding 
the  allowable  exemption  plus  the  standard  deduction.  Residents  must  report  gross  income  from 
all  sources,  regardless  where  earned  and  whether  or  not  they  are  physically  present  in  the  State. 

FILING  See  "TAXPAYERS” 

MILITARY  PROVISIONS;  (a)  Service  members  who  are  legal  residents  of  the  State  but 
maintain  an  abode  in  another  jurisdiction  are  subject  to  Mississippi  income  tax.  They  must 
file  a  return  if  their  gross  income  exceeds  their  personal  exemptions  although  tax  may  not  be 
due;  (b)  Compensation  for  military  duty  is  generally  taxable.  Compensation  received  by 
persons  who  are  POW/MIA  is  treated  the  same  as  under  Internal  Revenue  Code;  (c) 
Compensation  received  by  military  members  for  service-connected  disability  is  not  taxable  and 
therefore  excluded  from  gross  income.  (Mississippi  will  follow  the  provisions  of  Sec.  104(b), 
Internal  Revenue  Code,  in  determining  disability).  Nondisability  retirement  pay,  up  to  $6,000, 
and  National  Guard  and  Reserve,  up  to  $5,000  for  each  tax  year  may  be  excluded  from  gross 
income;  (d)  Contributions  by  service  members  to  the  Retired  Serviceman’s  Family  Protection 
Plan  (RSFPP)  and/or  Survivors  Benefit  Plan  (SBP)  are  not  excluded  in  determining  gross 
income. 

DESERT  STORM  PROVISIONS;  Mississippi  follows  the  federal  income  tax  provisions 
regarding  non-taxation  of  military  pay  for  enlisted  personnel  while  in  the  combat  zone  (and  up 
to  $500  per  month  exclusion  for  commissioned  officers).  Mississippi  also  allows  an  automatic 
filing  extension  for  state  residents  serving  in  the  gulf  region  until  180  days  after  their  return  to 
the  States. 

RESIDENTS;  Residents  who  enter  the  military  service  remain  residents  during  the  tenure  of 
their  military  service,  or  until  such  time  as  some  positive  action  is  taken  to  establish  residence 
in  another  state  and  their  personnel  records  are  changed  accordingly. 

NOTE;  Service  members  entering  Mississippi  by  reason  of  military  or  naval  orders,  who  later 
become  legal  or  actual  residents  of  the  State,  or  who  purchase  property  for  residential  purposes 
claiming  homestead  exemption  for  tax  purposes,  are  considered  residents  of  Mississippi  for  tax 
purposes  and  subject  to  taxation.  Military  members  who  are  not  residents  of  the  State  who 
receive  military  pay  while  stationed  in  Mississippi  shall  not  be  deemed  to  have  received  such 
income  for  services  performed  in  or  from  Mississippi  sources.  Spouses  of  military  members 
who  earn  income  in  the  State,  and  military  members  who  earn  nonmilitary  income  in  the  State, 
are  taxed  on  such  income  in  the  same  manner  as  other  nonresidents. 


110 


MISSISSIPPI  -  1993 


INCOME  EXCLUSIONS;  (a)  Life  insurance  proceeds;  (b)  Gifts  and  bequests;  (c)  Interest  on 
obligations  of  Mississippi  or  its  subdivisions  and  direct  obligations  of  the  United  States  (as 
Series  E  US  bond);  (d)  Compensation  for  personal  injuries,  including  workmen's  compensation 
and  disabled  veterans'  benefits;  (e)  Annuities  to  extent  of  taxpayer's  contribution,  plus  a  $  6,000 
exclusion. 

RATES: 

First  $5,000  . 3% 

Next  5,000  . 4% 

Over  10,000  . 5% 

Income  splitting  on  joint  returns  is  not  permitted. 

DEDUCTIONS:  (a)  Ordinary  and  necessary  business  expenses;  (b)  Itemized  deductions 
allowable  for  federal  income  tax  purposes  may  be  claimed  for  Mississippi  income  tax  purposes 
except  the  deductions  for  state  income  tax.  Federal  income  tax  forms  may  be  used  and 
attached  to  the  Mississippi  return,  for  adjustments  to  income.  However,  Mississippi  does  not 
recognize  federal  credits,  e  g.,  child  care  credit. 

The  Standard  Deduction,  in  lieu  of  itemized  personal  deductions,  is  as  follows; 

Married  Individuals  filing  joint  or  combined  return  $3,400 
Married  Individuals  filing  separate  returns .  1,700 


Head  of  Family .  3,400 

Single  Individuals . .  2,300 

EXEMPTIONS; 

Single  Individual . $6,000 

Married  Individuals  (jointly) .  9,500 

Married  filing  separate  returns .  4,750 

Head  of  Family .  9,500 


Each  dependent  (other  than  spouse) .  1,500 

Age  65  or  over  (husband,  wife  or  single  only) .  1,500 

Blind  (husband,  wife  or  single  only)....  1,500 

If  a  married  couple  files  joint  or  combined  returns  (one  return),  either  spouse  may  claim  all  or 
any  portion  of  the  aggregate  exemption  permitted  the  couple.  If  separate  returns  are  filed  (two 
returns),  the  aggregate  exemption  must  be  divided  equally  between  spouses. 

CAPITAL  GAINS  AND  LOSSES:  Beginning  in  1992,  Mississippi  follows  the  Federal 
provisions  for  capital  losses.  Gam  on  sale  of  residence  follows  the  Federal  tax  law. 
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CREDITS;  Credit  is  allowed  to  a  taxpayer  who  has  liquidated  distribution  from  a  corporation 
for  his  pro  rata  share  of  the  tax  on  the  liquidation  paid  by  the  corporation.  This  credit  may  be 
taken  against  the  gain  of  taxpayer,  however,  it  is  not  refundable.  Resident  taxpayers  may  take 
a  credit  for  income  tax  paid  to  another  state. 

PAYMENTS.  Return  due  15  April.  Tax  due  is  payable  in  full  by  the  original  due  date  of  the 
return. 

NOTE;  Letter  from  the  State  Tax  Commission,  dated  March  17,  1976,  states  that  the 
Commission  cannot  waive  or  set  aside  income  tax  obligations  for  prior  years  due  by  members 
of  the  Armed  Forces.  If  a  member  is  delinquent,  returns  are  requested  for  three  pnor  years,  plus 
the  current  year.  Interest  is  mandatory.  Interest  and  penalty  will  be  charged  on  taxes  not  paid 
by  the  original  due  date,  even  if  an  extension  of  time  to  file  is  granted.  The  interest  rate  is  1% 
per  month.  The  penalty  rate  is  1/2  of  1%  per  month  to  a  maximum  of  25%.  A  penalty  of  5% 
of  "tax  liabilty"  for  each  monthe  deliquent  to  a  maximum  of  25%  is  added  if  it  becomes 
necessary  to  make  a  formal  assessment.  In  the  case  of  voluntary  disclosure  by  a  military 
member,  the  penalty  may  be  waived. 

RETIREMENT  INCOME;  The  case  of  Davis  v.  Michigan  Department  of  Revenue.  (1989), 

489  U.S.  803,  103  L.Ed.2d  891,  concerning  the  taxation  of  federal  retirements,  has  resulted  in 
changes  to  the  Mississippi  law.  For  1990  and  thereafter  there  is  a  $  6,000.00  exclusion  on  all 
retirement  pay.  Beginning  January  1,  1994  all  retirement  income  is  exempt. 

TAX  AUTHORITY.  State  Tax  Commission,  Income  Tax  Division,  P.O.  Box  960,  Jackson, 
Mississippi  39205.  (601)  359-1 141. 
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STATE  LAW;  Vernon's  Ann.  Missouri  State,  Sec  143  009  et  seq 

TAXPAYERS:  Every  resident  required  to  file  a  Federal  income  tax  return,  and  nonresidents 
who  had  an  income  from  Missouri  sources  of  $600  or  more 

FILING.  See  "TAXPAYERS".  If  Missouri  income  tax  was  withheld,  in  order  to  obtain  a 
refund,  a  return  must  be  filed.  All  Missouri  domiciled  military  personnel  who  qualify  for 
exemption  from  taxation  should  file  an  income  tax  return  each  year  and  attach  an  Affidavit  of 
Nonresidency. 

MILITARY  PROVISIONS;  A  domiciliary  who  is  a  member  of  the  Armed  Forces  is  exempt 
from  Missouri  income  tax  if:  ( 1 )  He/she  maintained  no  permanent  place  of  abode  in  the  State 
during  the  tax  year,  (2)  Did  maintain  a  permanent  place  of  abode  elsewhere;  and  (3)  Did  not 
spend  more  than  thirty  (30)  days  of  the  tax  year  in  Missoun. 

DESERT  STORM  PROVISIONS:  Any  resident  of  this  state  who  is  a  member  of  the  national 
guard  or  of  any  reserve  component  of  the  armed  forces  of  the  United  States  or  who  is  a 
member  of  the  United  States  Army,  Navy,  Air  Force,  Marine  Corps,  or  Coast  Guard,  and  who 
is  engaged  in  the  performance  of  active  duty  in  the  military  service  of  the  United  States  in  a 
military  conflict  in  which  reserve  components  have  been  called  to  active  duty  under  the 
authority  of  10  U.S.C.  672(d)  or  10  U.S.C.  673b  or  any  such  subsequent  call  or  order  by  the 
President  or  Congress  for  any  p6nod  of  thirty  days  or  more  shall  be  relieved  from  certain 
provisions  of  state  law,  as  follows; 

Any  person  with  an  indebtedness,  liability  or  obligation  for  state  income  tax  or  property 
tax  on  personal  or  real  property  who  is  performing  such  military  service,  or  a  spouse  of  such 
person  filing  a  combined  return  or  owning  property  jointly,  shall  be  granted  an  extension  to  file 
any  papers  or  to  pay  any  obligation  until  1 80  days  after  the  completion  of  such  military 
service,  or  continuous  hospitalization  as  a  result  of  such  military  service,  and  shall  be  allowed 
to  pay  such  tax  without  penalty  or  interest  if  paid  within  the  180  day  penod.  (See  Missouri 
Senate  Bill  358,  492.070,  section  5,  subp  8.) 

RESIDENTS:  Resident  is  an  individual  who  either  (1)  Maintained  a  domicile  in  Missoun,  or 
(2)  Did  not  maintain  a  domicile  in  Missoun  but  did  have  permanent  living  quarters  and  spent 
more  than  183  days  of  the  tax  year  in  Missoun  Exception:  An  individual  who,  although 
domiciled  in  Missoun,  did  not  maintain  permanent  living  quarters  in  Missoun  and  did  maintain 
them  elsewhere,  and  who  spent  thirty  (30)  days  or  less  of  the  tax  year  in  Missoun  is  considered 
a  nonresident.  A  nonresident  is  an  individual  who  is  not  a  resident. 

INCOME  EXCLUSIONS;  Same  as  Federal  with  the  following  adjustments. 

Subtract  —  (a)  Interest  on  obligations  of  the  United  States  and  its  temtones  and  possessions, 
or  of  any  authonty,  commission  or  instrumentality  of  the  United  States  to  the  extent  exempt 
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from  Missouri  income  taxes  under  the  laws  of  the  United  States,  and  (b)  Certain  other  items  of 
income  to  avoid  double  taxation  by  Missouri  because  of  the  income  tax  law  revision,  effective 
1  January  1973. 

Add  "  (a)  Interest  on  certain  governmental  obligations  excluded  from  Federal  gross  income 
by  section  103  of  the  Internal  Revenue  Code.  The  previous  sentence  shall  not  apply  to  interest 
on  obligations  of  the  State  of  Missouri  or  any  of  its  political  subdivisions  or  authorities,  and 
does  not  apply  to  interest  described  in  (a)  above. 


RATES: 

TAXABLE  INCOME 

Over 

Not  Over 

Rates 

$1,000 

...  1.5% 

$1,000 

2,000  .... 

$  15  plus  2.0%  on  excess  over 

$1,000 

2,000 

3,000  .... 

35  plus  2.5%  on  excess  over 

2,000 

3,000 

4,000  .... 

60  plus  3.0%  on  excess  over 

3,000 

4,000 

5,000  .... 

90  plus  3.5%  on  excess  over 

4,000 

5,000 

6,000  .... 

125  plus  4.0%  on  excess  over 

5,000 

6,000 

7,000  .... 

165  plus  4.5%  on  excess  over 

6,000 

7,000 

8,000  .... 

210  plus  5.0%  on  excess  over 

7,000 

8,000 

9,000  .... 

260  plus  5.5%  on  excess  over 

8,000 

9,000 

315  plus  6.0%  on  excess  over 

9,000 

Tax  table  is  required  on  taxable  income  of  less  than  $9,000.  Missouri  tax  liability  is  not  joint 
but  a  combined  return  of  separate  liabilities,  rather  than  joint  liability. 

DEDUCTIONS:  Same  as  Federal,  subject  to  certain  modifications. 


EXEMPTIONS; 

Taxpayer . $1,200 

Taxpayer's  Spouse .  1,200 


Unmarried  Head  of  Household, 

if  qualified  for  Federal  income  tax  (additional) .  800 

Dependents  (additional-each)...  400 

CAPITAL  GAINS  AND  LOSSES  Same  as  Federal,  subject  to  certain  modifications. 

PAYMENTS:  Return  and  payment  in  full  due  15  Apnl  or  before  the  fifteenth  day  of  the 
fourth  month  following  the  close  of  the  taxpayer's  taxable  year.  Estimated  tax  declarations  and 
payments  are  due  quarterly  if  Missouri  estimated  tax  can  reasonably  be  expected  to  be  at  least 
one  hundred  ($100  00)  dollars.  (Section  143  191  2  and  143  521). 
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Note;  Effective  January  1,  1973,  military  members  claiming  Missouri  domicile  are  not  subject 
to  Missouri  tax  while  maintaining  a  permanent  place  of  abode  outside  the  State.  The  Statute  of 
Limitations  on  the  Revenue  Law  is  three  years  from  the  time  the  return  was  filed  or  two  years 
from  the  time  the  tax  was  paid,  whichever  of  such  periods  expires  the  later.  If  no  return  is 
filed,  there  is  no  statute  of  limitations  and  a  notice  of  deficiency  can  be  made  at  any  time.  An 
affidavit  must  accompany  the  returns  stating  the  reason  for  delinquent  filing  and  requesting  a 
waiver  of  penalties  and  additions  to  the  tax.  Interest  is  mandatory  and  caimot  be  waived. 

NOTE:  The  City  of  St.  Louis  and  Kansas  City  impose  a  1%  earnings  tax  on  the  gross  income 
of  residents  of  those  cities.  Returns  and  payment  due  IS  April. 

RETIREMENT; 

143.123.  Taxes  on  annuities,  pensions  and  retirement  allowances,,  subtraction  per  taxpayer, 
maximums  per  year  or  six  month  period.  Any  six  thousand  dollar  subtraction  provided  by  law 
for  annuities,  pensions,  and  retirement  allowances  in  total  per  taxpayer,  as  hereafter  provided 
by  subsequent  law,  shall  be  implemented  in  a  maximum  amount  of  six  thousand  dollars  per 
year,  or  three  thousand  dollars  for  a  six-month  period.  Effective  6-14-89. 

143.124.  Annuities,  pensions  or  retirement  allowances  provided  by  state.  United  States, 
political  subdivisions  or  any  other  state,  above  six  thousand  dollars  annually  to  be  taxable.- 

1 .  Other  provisions  of  law  to  the  contrary  notwithstanding,  the  total  amount  of  all 
annuities,  pensions,  or  retirement  allowances  above  the  amount  of  six  thousand  dollars  annually 
provided  by  any  law  of  this  state,  the  United  States,  or  any  other  state  to  any  person  except  as 
provided  in  subsection  4  of  this  section,  shall  be  subject  to  tax  under  the  provisions  of  this 
chapter,  in  the  same  extent  and  under  the  same  conditions  as  any  other  taxable  income  received 
by  the  person  receiving  it.  For  purposes  of  this  section,  annuity,  pension,  or  retirement 
allowance  shall  be  defined  as  an  annuity,  pension  or  retirement  allowance  provided  by  the 
United  States,  this  state,  any  other  state  or  any  political  subdivision  or  agency  or  institution  of 
this  or  any  other  state. 

2.  For  the  period  beginning  July  1,  1989,  and  ending  December  31,  1989,  there  shall  be 
subtracted  from  Missouri  adjusted  gross  income  for  that  period,  determined  pursuant  to  section 
143.121,  the  first  three  thousand  dollars  of  retirement  benefits  received  by  each  taxpayer. 

(1)  If  the  taxpayer's  filing  status  is  single,  head  of  household  of  or  qualifying  widow(er) 
and  his  Missoun  adjusted  gross  income  is  less  than  twelve  thousand  five  hundred  dollars;  or 

(2)  If  the  taxpayer's  filing  status  is  married  filing  combined  and  their  combined  Missouri 
adjusted  gross  income  is  less  than  sixteen  thousand  dollars;  or 

(3)  If  the  taxpayer's  filing  status  is  mamed  filing  separately  and  his  Missoun  adjusted 
gross  income  is  less  than  eight  thousand  dollars. 

3.  For  the  tax  years  begirming  on  or  after  January  1,  1990,  there  shall  be  subtracted  from 
Missouri  adjusted  income,  determined  pursuant  143.121,  the  first  six  thousand  dollars  of 
retirement  benefits  received  by  each  taxpayer. 

(1)  If  the  taxpayer's  filing  status  is  single,  head  of  household  or  qualifying  widow(er)  and 
his  Missoun  adjusted  gross  income  is  less  than  twenty-five  thousand  dollars,  or 

(2)  If  the  taxpayer's  filing  status  is  mamed  filing  combined  and  their  combined  Missoun 
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adjusted  gross  income  is  less  than  thirty-two  thousand  dollars;  or 

(3)  If  the  taxpayer's  filing  status  is  married  filing  separately  and  his  Missouri  adjusted 
gross  income  is  less  than  sixteen  thousand  dollars. 

4.  To  determine  the  maximum  Missouri  adjusted  gross  income  limits  referenced  in  this 
section,  any  social  security  benefits  included  in  Missouri  adjusted  gross  income  shall  be 
subtracted.  But  social  security  benefits  shall  not  be  subtracted  for  purposes  of  other 
computations  under  this  chapter,  and  are  not  to  be  considered  as  retirement  benefits  for 
purposes  of  this  section. 

5.  The  provisions  of  subdivisions  (1)  and  (2)  of  subsection  3  of  this  section  shall  apply 
during  all  tax  years  in  which  the  federal  Internal  Revenue  Code  provides  exemption  levels  for 
calculation  of  the  taxability  of  social  security  benefits  that  are  the  same  as  the  levels  in 
subdivisions  (1)  and  (2)  of  subsection  3  of  this  section.  If  the  exemption  levels  for  the 
calculation  of  the  taxability  of  social  security  benefits  are  adjusted  by  applicable  federal  law  or 
regulation,  the  exemption  levels  in  subdivisions  (1)  and  (2)  of  subsection  3  of  this  section  shall 
be  accordingly  adjusted  to  the  same  exemption  levels. 

6.  For  each  tax  year  beginning  on  or  after  January  1,  1990,  the  portion  of  a  taxpayer's 
lump  sum  distribution  from  an  annuity  or  other  retirement  plan  not  otheiAvise  included  in 
Missouri  adjusted  gross  income  as  calculated  under  this  chapter  but  subject  to  taxation  under 
Internal  Revenue  Code  section  402  shall  be  taxed  in  an  amount  equal  to  ten  percent  of  the 
taxpayer's  federal  liability  on  such  distribution  for  the  same  tax  year. 

7.  The  exemptions  provided  for  in  this  section  shall  not  affect  the  calculation  of  the 
income  to  be  used  to  determine  the  property  tax  credit  provided  in  sections  135.010  to  135.035, 
RSMo. 

8.  The  provisions  of  this  section  shall  apply  to  all  other  aimuities,  pensions  and  retirement 
allowances  as  subsequently  defined  and  provided  by  law  for  tax  years  beginning  on  or  after 
January  1,  1991.  (L.  1989  H.B.  674  SS  1)  Effective  7-1-89 

OTHER  TAX  PROVISIONS; 

143.191.  Employer  to  withhold  tax  from  wages-armed  services,  withholding  from  wages  or 
retirement-federal  civil  service  retirement,  withholding  authorized,  when. 

1.  Every  employer  maintaining  an  office  or  transacting  any  business  within  this  state  and 
making  payment  of  any  wages  taxable  under  sections  143.011  to  143.998  to  a  resident  or 
nonresident  individual  shall  deduct  and  withhold  from  such  wages  for  each  payroll  period  the 
amount  provided  in  subsection  3  of  this  section. 

2.  The  term  "wages”  referred  to  in  subsection  1  means  wages  as  defined  by  section  340(a) 
of  the  Internal  Revenue  Code  of  1986,  as  amended.  The  term  "employer"  means  any  person, 
firm,  corporation,  association,  fiduciary  of  any  kind,  or  other  type  of  organization  for  whom  an 
individual  performs  service  as  an  employee,  except  that  if  the  person  organization  for  whom 
the  individual  performs  service  does  not  have  control  of  the  payment  of  compensation  for  such 
service,  the  term  "employee"  means  the  person  having  control  of  the  payment  of  the 
compensation.  The  term  includes  the  United  States,  this  state,  other  states  and  all  agencies, 
instrumentalities,  and  subdivisions  of  any  of  them. 
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3.  The  method  of  determining  the  amount  to  be  withheld  shall  be  prescribed  by  regulations 
of  the  director  of  revenue.  The  prescribed  table,  percentages,  or  other  method  shall  result,  so 
far  as  practicable,  in  withholding  from  the  employee's  wages  during  each  calendar  year  an 
amount  substantially  equivalent  to  the  tax  reasonable  estimated  to  be  due  from  the  employee 
under  sections  143.01 1  to  143.998  with  respect  to  the  amount  of  such  wages  included  in  his 
Missouri  adjusted  gross  income  during  the  calendar  year. 

4.  For  purposes  of  this  section  an  employee  shall  be  entitled  to  the  same  number  of 
personal  and  dependency  withholding  exemptions  as  the  number  of  exemptions  to  which  he  is 
entitled  for  federal  income  tax  withholding  purposes.  An  employer  may  rely  upon  the  number 
of  federal  withholding  exemptions  claimed  by  the  employee,  except  where  the  employee 
provides  the  employer  with  a  form  claiming  a  different  number  of  withholding  exemptions  in 
this  state. 

5.  The  director  of  revenue  may  enter  into  agreements  with  the  tax  departments  of  other 
states  (which  require  income  tax  to  be  withheld  from  the  payment  of  wages)  so  as  to  govern 
the  amounts  to  be  withheld  from  the  wages  of  residents  of  such  states  under  this  section.  Such 
agreements  may  provide  for  recognition  of  anticipated  tax  credits  in  determining  the  amounts  to 
be  withheld  and,  under  regulations  prescribed  by  the  director  of  revenue,  may  relieve  employers 
in  this  state  from  withholding  income  tax  on  wages  paid  to  nonresidents  employee.  The 
agreements  authorized  by  this  subsection  are  subject  to  the  condition  that  the  tax  department  of 
such  other  states  grant  similar  treatment  to  residents  of  this  state. 

6.  The  director  of  revenue  shall  enter  into  agreements  with  the  Secretary  of  the  Treasury 
of  the  United  States  or  with  the  appropriate  secretaries  of  the  respective  branches  of  the  armed 
forces  of  the  United  States  for  the  withholding,  as  required  by  subsections  1  and  2  of  sections 
143.191,  of  income  taxes  due  the  state  of  Missouri  on  wages  or  other  payments  for  service  in 
the  armed  services  of  the  United  States  or  on  payments  received  as  retirement  or  retainer  pay 
of  any  member  or  former  member  of  the  armed  forces  entitled  to  such  pay. 

7.  Subject  to  appropriations  for  the  purpose  of  implementing  this  section,  the  director  of 
revenue  shall  comply  with  provisions  of  the  laws  of  the  United  States  as  amended  and  the 
regulations  promulgated  thereto  in  order  that  all  residents  of  this  state  receiving  monthly 
retirement  income  as  a  civil  service  annuitant  from  the  federal  government  taxable  by  this  state 
may  have  withheld  from  any  such  moneys,  whether  pension,  annuities  or  otherwise,  an  amount 
for  payment  of  state  income  as  required  by  state  law,  but  such  withholding  shall  not  be  less 
than  twenty-five  dollars  per  quarter.  (L.  1972  S.B.  549,  A.L.  1988  H.B.  1054,  et.al)  Effective 
1-1-89 

143.265.  Retirement  income,  withholding  authorized,  when.  Every  resident  receiving 
retirement  income  from  an  entity  in  this  state  and  provided  that  such  income  is  taxable  by  this 
state  may  have  an  amount  withheld  from  such  income  as  a  payment  of  state  income  tax  as 
required  by  state  law.  The  entity  administering  such  pension  or  retirement  fund  or  program 
shall,  upon  written  application  from  the  recipient  of  such  payments,  deduct  and  withhold  from 
such  payments  for  each  payment  period  an  amount  designated  by  the  recipient,  but  such 
withholding  shall  not  be  less  than  ten  dollars  per  month,  and  shall  forward  this  amount  to  the 
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director  of  revenue  as  prescribed  by  section  143.221.  (LI 988  H.B.  1054,  et  aJ.  SS  1). 
Effective  1-1-89 

TAX  AUTHORITY:  Department  of  Revenue,  Division  of  Taxation  and  Collection,  P.O.  Box 
629,  Jefferson  City,  Missouri  65105.  (314)  751-4081 
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STATE  LAW;  Montana  Code  Annotated,  Title  15,  Sec.  15-30-101  et  seq. 

TAXPAYERS:  Residents  -  A  resident  is  any  person  domiciled  in  Montana,  and  any  other 
person  who  maintains  a  permanent  abode  in  the  State  although  temporarily  absent  therefrom 
and  who  has  not  established  a  residence  elsewhere.  Residents  who  enter  military  service  do 
not  lose  their  Montana  residence/domicile  solely  by  being  absent  therefrom  in  compliance  with 
military  orders.  Residents  must  file  a  Montana  State  income  tax  return  if  they:  a)  are  single,  b) 
qualify  for  Head  of  Household,or  c)  are  married  and  choose  to  file  separately,  and  their  gross 
income,  including  active  duty  pay,  exceeds  Sl,750.  If  mamed  and  filing  a  joint  return,  a  return 
must  be  filed  if  gross  income,including  active  duty  pay,  exceeds  $3,490.  These  amounts  are 
increased  by  $1,750  for  each  additional  exemption  to  which  the  taxpayer  and  spouse  are 
enntled  for  age  65  and  blindness. 

NONRESIDENTS  AND  PART- YEAR  RESIDENTS  OF  MONTANA  - 

Nonresidents  and  Part-year  residents  are  required  to  file  a  return  if  they  had  income,  including 

active  duty  pay  from  Montana  sources. 

FILING:  See  "TAXPAYERS"  If  these  requirements  are  met  a  Montana  income  tax  return 
must  be  filed. 

MILITARY  PROVISIONS:  (a)  Compensation  for  active  duty  service  as  a  member  of  the 
Armed  Forces  is  exempt  from  Montana  income  tax,  but  must  be  reported.  Federal  filing 
requirements  and  the  exclusions  for  military  service  compensation  of  POW/MIA  person  apply 
for  Montana  income  tax  purposes.  Spouses  of  such  persons  are  required  to  file  returns  by  the 
regular  due  date. 

DESERT  STORM  PROVISIONS:  Military  income  earned  by  a  guard  or  reserve  member  while 
on  active  duty  in  support  of  "Operation  Desert  Storm"  is  also  not  taxable.  All  members 
involved  in  Operation  Desert  Storm  also  have  an  automatic  six  month  filing  extension  from 
the  time  they  return  from  the  area  of  operation.  Any  member  claiming  the  benefit  of  the 
extension  must  clearly  mark  the  words  "Desert  Storm"  on  the  return. 

[Note  to  practitioners;  Montana  has  not  published  separate  guidelines  explaining  the  tax 
consequences  to  military  members  involved  in  Desert  Storm.  Any  questions  concerning  a 
member's  qualification  for  Desert  Storm  tax  exemptions  should  be  resolved  by  contacting  the 
state  tax  authority,  infra,  for  further  specific  guidance.] 

INCOME:  Montana  adjusted  gross  income  is  the  same  as  Federal  adjusted  gross  income  (Sec. 
62,  Internal  Revenue  Code)  subject  to  the  following  adjustments: 

ADDITIONS  TO  INCOME  (a)  Interest  received  on  obligations  of  another  state,  or  their 
political  subdivision.  (Interest  income  from  Montana  bonds  is  not  taxable.)  (b)  Federal  income 
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tax  refunds  to  the  extent  previous  deduction  of  such  tax  resulted  in  a  reduction  of  Montana 
income  tax  liability,  (c)  Certain  other  types  of  income  may  have  to  be  adjusted.  They 
included  passive  losses,  IRA  deductions.  Social  Security  income.  Capital  losses,  S  Corporation 
income  and  losses,  (d)  See  Montana  Individual  Income  Tax  Booklet  for  additional 
modifications. 

REDUCTION  OF  INCOME  (a)  Installment  sales  of  capital  assets  entered  into  before 
January  I,  1987  are  eligible  for  a  40%  capital  gam  exclusion,  (b)  If  you  are  65  or  older,  and 
filing  single,  separately,  or  head  of  household,  you  may  exclude  up  to  $800  of  interest 
income  and  up  to  $1600  if  marned  and  filing  jointly,  (c)  Interest  income  received  on 
obligations  of  the  United  States  Government  is  exeiript  for  Montana  purposes  (d)  State  income 
tax  refunds  included  in  your  federal  adjusted  gross  income  are  not  taxable,  (e)  Agent  orange 
payments  are  not  taxable  to  Montana,  (f)  See  Montana  Individual  Income  Tax  Booklet  for 
additional  modifications. 

CAPITAL  GAINS  AND  LOSSES:  Capital  gains  are  taxable  in  the  same  manner  as  under  the 
Internal  Revenue  Code,  with  the  following  exceptions.  Installment  sales  of  capital  assets  which 
were  entered  into  on  or  before  January  1,  1987  are  eligible  for  a  40%  exclusion. 

DEDUCTIONS;  All  items  included  irt  Sec.  161  and  211,  Internal  Revenue  Code,  are 
deductible  as  itemized  deductions  with  the  exception  of  state  income  taxes.  Federal  income 
tax  is  deductible.  If  spouses  file  .separate  returns,  each  must  itemize  deductions  or  each  must 
claim  the  standard  deduction.  The  Standard  Deduction  is  20%  of  the  Montana  adjusted  gross 
income  subject  to  the  following  maximum  amounts. 

Single  persons  cr  marned  persons  filing  separately  . ..$2,620 
Marned  filing  jointly  or  Head  of  Household . $5,240 

EXEMPTIONS: 

Individual .  $  1400 

Spouse .  1400 

Blind  or  over  65  -  Taxpayer  or 

Spouse  (additional) .  1400 

Dependents  (each) .  1400 

Handicapped  Child  (additional) .  1400 

CREDITS;  Residents  are  allowed  a  credit  for  taxes  paid  to  other  states,  provided  such  states 
do  not  allow  Montana  residents  a  credit  for  amounts  paid  to  Montana.  Nonresidents  receive  no 
credit  for  taxes  paid  to  their  state  of  legal  residence.  Tax  credits  are  also  available  for  Elderly 
Care,  Contractor's  Gross  Receipt  Tax,  Qualified  Investment  Credit,  Installment  of 
Nonfossil/Biomass/Geothermal  Energy  Systems,  Energy  Conservation  Installations, 
Wind-Powered  Generation  Equipment  and  Investments  in  Montana  Capital  Companies, 
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Physician  Credit  for  Rural  Practice,  College  Contribution  Credit,  and  Recycling  Credit.  Further 
explanation  of  these  credits  can  be  found  in  the  Montana  Individual  Income  Tax  Booklet. 

TAX  TABLE: 

If  Taxable  Income  is. 


Over 

But  not  over 

Multiply  by 

&  Subtract 

$1,700 

X  2% 

$  0 

1,700 

3,500 

X  3% 

17 

3,500 

7,000 

X  4% 

52 

7,000 

10,500 

X  5% 

122 

10,500 

14,000 

X  6% 

227 

14,000 

17,500 

X  7% 

367 

17,500 

24.400 

X  8% 

542 

24.400 

34,900 

X  9% 

786 

34,900 

61,100 

X  10% 

1,135 

61,100 

X  11% 

1,746 

A  4.7%  surtax  has  been  enacted  for  1993. 

PAYMENTS.  Return  and  paym.ent  in  full  are  due  on  or  before  15  April.  Amounts  shown  to 
be  due  of  one  dollar  or  less  need  not  be  remitted,  nor  will  refunds  be  issued  for  less  than  one 
dollar.  A  Declaration  of  Estimated  Tax  is  required  to  be  filed  if  your  net  income  from  sources 
not  subject  to  withholding  of  Montana  income  tax  is  expected  to  exceed  your  net  income  from 
sources  subject  to  withholding  of  tax. 

ESTIMATED  TAX:  In  most  cases  you  must  make  estimated  tax  payments  dunng  the  tax  year 
if  you  expect  to  owe  at  least  $500,  after  subtracting  any  withholding  and  credits  you  may  have. 
Estimated  Income  tax  forms  and  instructions  may  be  obtained  from  the  address/phone  number 
shown  below. 

EXTENSIONS  OF  TIME  FOR  FILING:  (Note:  Legislation  has  changed  the  requirements  to 
obtain  a  Montana  extension.)  A  six  month  extension  for  filing  must  be  obtained  by  submitting 
form  EXT-91.  Use  of  this  form  is  necessary  to  report  the  amount  you  and/or  your  spouse 
expect  to  owe.  If  required,  attach  your  remittance  to  the  Montana  extension.  When  filing  a 
calendar  year  return,  extension  requests  must  be  postmarked  by  April  15.  When  filing  a  tax 
return  with  an  extension,  interest  must  be  added  to  any  tax  due  at  a  rate  of  3/4%  per  month. 

No  additional  extensions  will  be  granted. 
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RETIREMENT  INCOME:  If  your  federal  adjusted  gross  income  is  smaller  than  $30,000,  you 
may  exclude  up  to  $3,600  of  your  retirement  income  If  you  file  married  filing  separately,  the 
$30,000  limit  applies  to  each  spouse  separately.  If  your  federal  adjusted  gross  income  is 
larger  than  $30,000,  you  need  to  calculate  the  amount  of  your  retirement  exclusion  by  using 
the  worksheet  provided  in  the  tax  booklet.  Premature  distributions/early  withdrawals  do  not 
qualify  for  a  retirement  exclusion.  Retroactive  application  of  Davis  v.  Michigan  Department  of 
Revenue:  Goemor  Racicot  announced  that  Montana  would  pay  refunds  on  1988  amended 
returns  since  it  has  been  determined  the  Department  of  Revenue  provided  incorrect  advice  on 
how  to  file  that  year's  return.  The  Department  encourages  everyone  who  has  not  already  filed 
a  1988  amended  return  to  do  so  before  April  15,  1994  which  is  the  last  day  to  file  The 
Governor  will  also  present  the  question  of  whether  refunds  will  be  issued  for  tax  years  1983 
through  1987  to  the  Legislature  since  the  U.S.  Supreme  Court  case  "Hamer  v.  Virginia"  left  a 
question  as  to  whether  the  State  was  obligated  to  pay  refunds  for  1983-1987 

TAX  AUTHORITY.  State  of  Montana,  Department  of  Revenue,  Income  and  Miscellaneous 
Tax  Division,  P.O.  Box  5805,  Helena,  Montana  59604.  (406)  444-2837 

TAX  FORMS:  May  be  obtained  from  the  above  address/phone  number 
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STATE  LAW;  Nebraska  Revenue  Act  of  1967,  as  amended.  Section  77-  2714  to  77-27,123 
R.R.S.  1943. 

TAXPAYERS;  Residents  of  Nebraska  required  to  file  a  Federal  income  tax  return  must  file  a 
Nebraska  Individual  Income  Tax  Return,  Form  1040N.  Nonresidents  required  to  file  a  Federal 
income  tax  return,  and  who  have  income  derived  from  or  connected  with  Nebraska  sources, 
must  file  a  Nebraska  Individual  Income  Tax  Return,  Form  1040N.  Such  income  includes 
wages,  salaries  and  income  from  paitnerships,  estates,  trusts  S  Corporations  or  limited  liability 
companies  doing  business  in  Nebraska.  Part-year  residents  required  to  file  a  Federal  income 
tax  return,  and  who  have  income  derived  from  or  connected  with  Nebraska  sources,  must  file 
a  Nebraska  Individual  Income  Tax  Return,  Form  1040N.  Such  income  includes  that  listed 
above  for  nonresidents,  and  also  interest  and  dividends  received  while  residing  in  Nebraska. 

FILING;  See  "TAXPAYERS"  and  "MILITARY  PROVISIONS".  When  husband  and  wife 
(both  of  whom  are  either  residents  or  nonresidents),  have  elected  to  file  a  joint  Federal  income 
tax  return  they  are  required  to  file  a  joint  Nebraska  return,  or  if  they  have  elected  to  file 
separate  Federal  returns,  they  are  required  to  file  separate  Nebraska  returns.  If  one  spouse  is  a 
resident  and  the  other  a  nonresident  for  some  part  of  the  year,  they  may  either  file  separate 
Nebraska  returns  or  they  may  elect  to  file  a  joint  Nebraska  return  if  the  couple  has  filed  a  joint 
federal  return,  in  which  case  all  income  must  be  included  as  if  both  were  residents.  Where  the 
resident  and  nonresident  have  filed  a  joint  Federal  return  and  elect  to  file  separate  Nebraska 
returns,  all  amounts  on  the  separate  Nebraska  returns  must  be  computed  as  if  they  filed 
separate  Federal  returns. 

MILITARY  PROVISIONS;  Nebraska  income  tax  is  imposed  on  all  the  federal  adjusted  gross 
income  of  a  Nebraska  resident  who  is  a  member  of  the  armed  forces,  regardless  of  where  the 
income  is  received.  A  nonresident  service  member  is  not  required  to  file  a  Nebraska  income 
tax  return  if  he/she  has  no  income  from  Nebraska.  Military  pay  received  by  a  nonresident 
service  member  stationed  in  Nebraska  is  not  taxed  by  this  state.  Income  earned  in  Nebraska  by 
a  nonresident  service  member  for  employment  not  connected  with  military  service  is  subject  to 
Nebraska  taxation.  Income  denved  from  Nebraska  sources  by  a  service  member's  spouse  is 
subject  to  taxation.  A  service  member's  spouse  living  in  Nebraska  over  six  months  is  a 
resident.  If  the  nonresident  service  member  and  the  spouse  who  has  become  a  resident  file  a 
joint  Nebraska  return,  the  service  member  has  elected  to  have  the  service  pay  taxed  by 
Nebraska.  Internal  Revenue  Code  provisions  governing  the  following  items  are  applicable  for 
Nebraska  income  tax  purposes; 

(i)  Tax  liability  of  service  members  who  are  POW/MIA  (and  their  spouses); 

(ii)  Disability  and  nondisability  pay  of  retired  Armed  Forces  personnel; 
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(iii)  Contributions  to  the  Retired  Servicemen's  Family  Protection  Plan  (RSFPP)  and/or 
Survivor’s  Benefits  Plan  (SBP); 

(iv)  All  other  provisions  concerning  the  tax  liability  of  service  members.  See  "INCOME 
EXCLUSIONS". 

DESERT  STORM  PROVISIONS:  In  most  cases,  Nebraska  law  is  the  same  as  federal  law  on 
income  exclusions  and  filing  extensions  for  military  service  members  outside  the  United  States. 

Combat  Pay  Exclusion  -  Military  pay  received  by  enlisted  personnel  while  serving  in  the 
combat  zone  is  exempt  from  Nebraska  income  tax.  For  commissioned  officers,  up  to  $500  a 
month  can  be  excluded  from  income.  This  exclusion  also  extends  to  periods  of  hospitalization 
resulting  from  injury  or  sickness  suffered  while  serving  in  the  combat  zone.  The  wages  shown 
in  box  10  on  a  military  service  member's  1992  Wage  and  Tax  Statement  (Form  W-2)  should 
not  include  combat  pay. 

Filing  Extensions  -  Members  of  the  armed  forces  and  support  personnel  serving  in  the  combat 
zone  will  receive  an  automatic  extension  of  time  to  file  of  180  days  after  the  later  of; 

-  The  last  day  in  a  combat  zone  (or  the  last  day  the  area  qualifies  as  a  combat  zone),  or 
•  The  last  day  of  any  continuous  qualified  hospitalization  for  injury  from  service  in  the 
combat  zone. 

In  addition  to  the  1 80  days,  filing  deadlines  are  also  extended  by  the  number  of  days  the 
individual  had  remaining  to  take  action  with  the  Nebraska  Department  of  Revenue  when  he  or 
she  entered  the  combat  zone.  No  penalty  or  interest  will  be  charged  during  this  period.  Spouses 
of  these  military  service  members  and  spouses  of  support  personnel  who  file  a  joint  return  are 
also  covered  by  this  provision. 

To  claim  this  extension,  print  "DESERT  STORM"  in  bold  letters  at  the  top  of  the  return  when 
it  is  filed.  This  extension  is  effective  August  2,  1990,  or  the  date  the  individual  entered  the 
area  designated  as  a  combat  zone,  whichever  is  later.  Reservists  not  serving  in  Operation 
Desert  Storm/Desert  Shield  but  called  to  active  duty  may  be  able  to  qualify  for  a  deferment  of 
payment  on  their  back  taxes,  without  interest,  if  their  ability  to  pay  has  been  severely  impaired. 
Even  if  they  do  not  meet  this  test,  a  reduced  interest  rate  of  6%  on  taxes  owed  before  they 
entered  active  service  may  be  available  upon  request.  For  information  on  requesting  such 
deferment,  contact  the  department's  taxpayer  assistance  office,  infra. 

RESIDENTS:  "Resident"  is  defined  as  an  individual  who  is  domiciled  in  Nebraska,  or 
maintains  a  permanent  abode  in  Nebraska  and  spends  more  than  six  months  of  the  tax  year  in 
the  State.  A  non-resident  is  defined  as  an  individual  who  is  not  a  resident.  A  part-year  resident 
is  defined  as  an  individual  who  either  establishes  or  terminates  residence  during  the  tax  year. 

Military  dependents  may  change  their  domicile  and  become  residents  upon  moving  into 
Nebraska,  or  the  military  dependents  automatically  become  residents  of  Nebraska  for  income 
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tax  purposes  six  months  after  moving  into  Nebraska.  Military  dependents  who  become 
residents  during  the  taxable  year  will  file  as  partial-year  residents. 

NOTE:  Military  service  pay  can  be  taxed  only  by  the  state  in  which  the  service  member  is  a 
legal  resident  (Soldiers'  and  Sailors  Civil  Relief  Act).  Legal  residence  at  the  time  of  entry  into 
the  Armed  Forces  is  presumed  to  remain  so  until  legal  residence  is  established  in  another 
jurisdiction,  service  records  are  changed  accordingly,  and  Nebraska  revenue  authorities  are 
advised  of  the  change. 

INCOME  EXCLUSIONS;  Internal  Revenue  Code  provisions  governing  Armed  Forces  pay 
while  serving  in  a  combat  zone  or  area  in  direct  support  of  a  combat  zone  qualifying  for  hostile 
fire  pay,  are  applicable  for  Nebraska  purposes. 

NOTE:  Effective  2  September  1977,  and  pursuant  to  LB355,  Nebraska  authorized  the 
withholding  of  State  income  tax  from  military  pay. 

DEDUCTIONS.  None 

EXEMPTIONS:  None 

CHECK  OFFS:  Individuals  entitled  to  a  refund  of  Nebraska  income  tax  will  be  allowed  to 
give  some  or  all  of  that  refund,  by  checkoff,  to  the  Nongame  and  Endangered  Species  Fund. 

PAYMENTS:  Due  on  or  before  15  April  following  the  close  of  the  tax  year.  Penalty  for  not 
filing  a  return  is  5%  per  month  of  the  balance  due  on  the  return,  not  to  exceed  25%  in  the 
aggregate.  Interest  is  charged  at  the  rate  of  7%  per  year  from  the  due  date  of  the  return  to  the 
date  of  payment. 


NEBRASKA  PERSONAL  EXEMPTIONS 

1993  -  Has  been  replaced  by  $65  personal  exemption  credit  for  each  federal  exemption. 
NEBRASKA  STANDARD  DEDUCTION 


1993 

65  or  blind 

65  and  blind 

Single 

Married 

$  3,700 

$  4,600 

$  5,500 

Filing  sep 

3,100 

$  3,800 

$  4,500 

HOH 

5,450 

$  6,350 

$  7,250 

Widow(er) 

6,200 

$  6,900 

$  7,600 

MFJ 

6,200 

S  6,900 

S  7,600 

if  both  are 

$  8,300 

$  9,000 
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NEBRASKA  TAX  RATES  ON  NEBRASKA  TAXABLE  INCOME  AFTER  STANDARD 
DEDUCTION  OR  ITEMIZED  DEDUCTIONS  AS  ADJUSTED,  AND  OTHER 
ADJUSTMENTS  FROM  FEDERAL  ADJUSTED  GROSS  INCOME 
RATES  FOR  1993; 

SINGLE  TAXPAYER 

If  taxable  income  is:  The  Nebraska  tax  is: 

Over  -  but  not  over 

$  0  $  2,400  2,62%  of  taxable  income 

$  2,400  17,000  $  62.88  +  3.65%  of  the  excess  over  $  2,400 

$  17,000  26,500  $  595  78  +  5.24%  of  the  excess  over  $17,000 

$  26,500  _  $1,093.58  +  6.99%  of  the  excess  over  $26,500 

$65  personal  exemption  credit  is  phased  out  beginning  at  $54,000  AGI 

MARRIED  TAXPAYERS  FILING  JOINT  RETURNS  AND  SURVIVING  SPOUSES 

If  taxable  income  is;  The  Nebraska  tax  is; 

Over  •  but  not  over 

$  0  $  4,000  2.62%  of  taxable  income 

$  4,000  30,000  $  104,80  +  3.65%  of  the  excess  over  $  4,000 

$  30,000  46,750  $1,053.80  4-  5.24%  of  the  excess  over  $30,000 

$  46,750  _  $1,931.50  +  6.99%  of  the  excess  over  $46,750 

$65  personal  exemption  credit  is  phased  out  beginning  at  $90,000  AGI 

MARRIED  INDIVIDUALS  FILING  SEPARATE  RETURNS 

If  taxable  income  is:  The  Nebraska  tax  is: 

Over  -  but  not  over 

$  0  $  2,000  2.62%  of  taxable  income 

$  2,000  15,000  $  52.40  +  3  65%  of  the  excess  over  $  2,000 

$15,000  23,375  $526.90  +  5.24%  of  the  excess  over  $15,000 

$23,375  _  $965.75  +  6  99%  of  the  excess  over  $23,375 

$65  personal  exemption  credit  is  phased  out  beginning  at  $45,000  AGI 
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HEAD  OF  HOUSEHOLD 

If  taxable  income  is:  The  Nebraska  tax  is 

Over  -  but  not  over 

$  0  $  3,800  2.62%  of  taxable  income 

$  3,800  24,000  $  99.56  +  3.65%  of  the  excess  over  $  3,800 

$24,000  35,000  $  836.86  +  5.24%  of  the  excess  over  $24,000 

$35,000  _  $1,413.26  +  6.99%  of  the  excess  over  $35,000 

$65  personal  exemption  credit  is  phased  out  befinning  at  $75,000  AG  I 

NOTE;  If  a  return  has  never  been  filed  there  is  no  statute  of  limitations;  therefore,  a  service 
member  would  be  required  to  file  commencing  with  the  year  1968. 

RETIREMENT  INCOME:  The  case  of  Davis  v.  Michigan  Department  of  Revenue.  (1989), 
489  U.S.  803,  103  L.Ed.2d  891,  concerning  the  taxation  of  federal  retirements,  has  no  direct 
impact  upon  the  ^plication  of  Nebraska  law.  Under  Nebraska  law  retirement  benefits 
received  by  federal  retirees  are  treated  the  same  as  retirement  benefits  received  by  retirees  of 
State  or  local  subdivisions  of  the  State. 

TAX  AUTHORITY:  Nebraska  Department  of  Revenue,  Box  94818,  Lincoln,  Nebraska 
68509-4818.  For  tax  assistance  within  the  continental  U  S  A:  1-800-742-7474,  Forms  can  be 
obtained  by  calling  1-800-626-7899 
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Nevada  currently  does  not  have  a  state  individual  income  tax.  Nevada  is  a  community 
property  state. 
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STATE  LAW:  Revised  Statutes  Ann,  Ch  77  et  seq. 

TAXPAYERS:  Individuals  who  are  inhabitants  or  residents  of  New  Hampshire  during  any 
part  of  the  year  providing  they  received  more  than  $1,200  of  taxable  interest  and/or  dividend 
income  for  a  single  individual  or  $2,400  of  such  income  for  a  married  couple.  Joint  returns 
are  permitted. 

FILING:  See  "TAXPAYERS".  Military  members  are  required  to  file  a  New  Hampshire 
income  tax  return  if  after  deductions  and  exemptions,  there  is  taxable  income. 

MILITARY  PROVISIONS:  Military  compensation  is  not  taxed  by  New 
Hampshire. 

RESIDENTS:  Persons  entenng  the  Armed  Forces  from  New  Hampshire  are  regarded  as 
permanent  residents  of  the  State  wherever  located  (Letter  from  State  Tax  Commissioner,  12 
December  1960). 

INCOME  DEDUCTIONS.  There  is  no  general  income  tax  in  New  Hampshire.  The  sole 
taxable  income  is  that  denved  from:  (a)  Interest  from  bonds,  notes,  money,  with  the 
exceptions  of  interest  from  notes  and  bonds  of  New  Hampshire  and  its  political 
subdivisions,  as  well  a  interest  received  from  United  States  Treasury  notes/bonds;  interest 
income  from  New  Hampshire  and  Vermont  banks  and  credit  unions;  (b)  Dividends  on  shares 
in  corporations  and  stock  companies  organized  in  any  state,  except  New  Hampshire 
non-holding  company  banks.  Earned  income  is  not  taxable.  Annuities  and  retirement  pay  are 
not  taxable. 

RATES:  5% 

EXEMPTIONS:  (a)  $1,200  per  taxpayer;  (b)  $2,400  for  married  couples. 

CAPITAL  GAINS  OR  LOSSES:  Gains  are  not  taxable,  and  losses  are  not  recognized. 

Capital  gains  distribution  by  mutual  funds  is  not  taxable  as  dividends  or  interest. 

CREDITS:  None 

PAYMENTS.  Return  and  payment  due  15  April  1994.  Penalty  for  not  filing  is  5%  for  each 
month  or  part  thereof  that  the  return  is  late  (maximum  25%)  or  $10.00  for  each  month  or  part 
thereof  (maximum  $50)  that  the  return  is  late,  whichever  is  greater. 

TAX  AUTHORITY:  State  of  New  Hampshire,  Department  of  Revenue  Administration,  P.O. 
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STATE  LAW:  New  Jersey  Gross  Income  Tax  Act  N.J.S.  54A.1-1. 

TAXPAYERS;  Residents  are  taxed  on  their  entire  gross  income  after  deductions  and  personal 
exemptions.  Nonresidents  are  taxed  on  their  gross  income  only  from  New  Jersey  sources. 

FILING:  Gross  income  over  $3,000  if  single  or  married  and  filing  jointly  (over  $1,500  for 
married  persons  filing  separately),  calendar  year  taxpayers  must  file  on  or  before  IS  April 
following  the  close  of  the  calendar  year  Fiscal  year  taxpayers  must  file  on  or  before  the  1 5th 
day  of  the  4th  month  following  the  close  of  the  fiscal  year. 

RESIDENTS:  Resident  is  defined  as  an  individual  who  is;  (a)  Domiciled  in  New  Jersey,  or 
(b)  If  not  domiciled,  has  a  permanent  place  of  abode  in  New  Jersey  and  spends  more  than  1 83 
days  of  the  tax  year  in  the  State. 

NOTE:  A  New  Jersey  domiciliary  will  be  treated  as  a  nonresident  if  (a)  He/she  has  no 
permanent  place  of  abode  in  New  Jersey,  (b)  Spends  no  more  than  30  days  of  the  tax  year  in 
New  Jersey,  and  (c)  Has  a  permanent  place  of  abode  outside  the  State.  Division  of  Taxation 
takes  the  position  that  a  service  member  maintaining  an  apartment  or  house  for  himself/herself 
and  family  in  another  state,  whether  the  dwelling  is  on  a  military  base  or  private  property,  is  a 
permanent  place  of  abode,  but  that  barracks,  bachelor  officers  quarters  and  billets  are  not. 

MILITARY  PROVISIONS;  (a)  Members  of  the  Armed  Forces  who  are  domiciliaries  of  New 
Jersey  are  subject  to  income  tax  regardless  where  their  income  is  earned  —  compensation  for 
military  service  paid  by  the  United  States  to  nondomiciliaries  of  New  Jersey  is  excluded  from 
gross  income.  However,  nonmilitary  income  received  from  New  Jersey  sources  by  a 
nondomiciliaiy  service  member,  the  spouse  or  by  members  of  the  family  is  subject  to  income 
tax;  (b)  Mustering-out  pay  is  excluded  for  both  the  domiciliary  and  nondomiciliary  service 
member;  (c)  Members  of  the  Armed  Forces  serving  in  a  designated  combat  zone,  or  recovering 
from  injuries  or  a  disease  incurred  in  such  zone,  have  180  days  after  the  end  of  service  in  such 
zone,  or  after  the  end  of  hospitalization,  to  comply  with  the  tax  law.  Members  of  the  Armed 
Forces  who  die  while  serving  in  a  combat  zone  as  a  result  of  injury  or  disease  while  so 
serving,  are  relieved  of  any  income  tax  with  respect  to  the  tax  year  in  which  falls  the  date  of 
death,  or  with  respect  to  any  prior  tax  year  ending  on  or  after  the  first  day  he/she  so  served  in 
a  combat  zone;  (d)  Dependents  of  military  members  --  because  of  the  ambiguities  and  present 
incomplete  development  of  the  law,  separate  coverage  is  provided  in  attached  NOTE  1  through 
NOTE  4,  INFRA. 

DESERT  STORM  PROVISIONS:  Members  of  the  Armed  Forces  of  the  United  States  and 
civilians  providing  support  to  the  Armed  Forces  who  are  serving  in  a  designated  combat  zone 
or  were  hospitalized  outside  the  United  States  as  a  result  of  an  injury  received  while  serving  in 
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a  combat  zone  are  granted  an  extension  of  time  for  filing  individual  income  tax  returns  and 
paying  tax  for  the  period  of  combat  service  or  hospitalization,  plus  1 80  days.  This  extension  is 
also  granted  to  such  taxpayer's  spouse  who  files  jointly.  No  penalty,  interest  or  addition  to  tax 
will  be  assessed  for  late  filing  or  late  payment  of  the  tax  pursuant  to  this  section. 

ITEMS  TAXED:  In  New  Jersey,  gross  income  consists  of  the  following  categories:  (1) 
Salaries,  wages,  tips,  fees,  commissions,  bonuses,  and  other  renumerations  received  for  services 
rendered;  (2)  Net  profits  from  operation  of  business  or  profession;  (3)  Net  gains  on  income 
from  disposition  of  property  (NOTE:  There  is  no  50%  deduction  for  long-term  coital  gains), 
(4)  Net  rents,  royalties,  patents  and  copyrights;  (5)  Interest;  (6)  Dividends  (NOTE:  There  is  no 
$100  exclusion);  (7)  Gambling  winnings;  (8)  Income  from  estates  and  trusts;  (9)  Income  in 
respect  of  a  decedent;  (10)  Pensions  and  annuities;  (11)  Alimony  and  separate  maintenance; 

(12)  Income  from  partnerships;  (13)  Rental  value  of  a  residence  furnished  by  an  employer,  (14) 
Prizes  and  awards. 

EXCLUSIONS:  Federal  Social  Secunty  Benefits;  Railroad  Retirement  Act  payments; 
proceeds  of  life  insurance  contracts;  employees'  death  benefits;  property  acquired  by  a  gift  or 
inheritance  (but  not  income  derived  therefrom);  workman's  compensation  recovery  and 
damages  for  personal  injury  or  sickness;  disability  benefits  and  unemployment  insurance 
benefits;  amounts  received  as  scholarship  or  fellowship  grants;  New  Jersey  lottery  winnings; 
gains  on  sale  of  principal  residence  (follows  Federal  income  tax  law);  interest  on  obligations 
issued  by  New  Jersey  and  its  political  subdivisions  and  those  that  are  tax-free  under  the  laws  of 
the  United  States;  pensions  received  for  personal  injuries  or  sickness  resulting  from  active 
service  in  the  Armed  Forces  of  the  United  States  or  as  paid  under  any  public  or  private  plan  by 
reason  of  total  and  permanent  disability;  employees'  contributions,  plus  $10,000  if  married  and 
filing  jointly,  $5,000  for  married  persons  filing  separately,  $7,500  for  single  taxpayers  and 
heads  of  households  if  taxpayer  is  62  years  of  age  or  older  or  disabled  under  social  secunty; 
distributions  from  an  employee's  trust  which  are  rolled  over  for  Federal  Internal  Revenue 
purposes;  other  retirement  income  received  by  qualified  persons  which  does  not  exceed  a  total 
per  return  of  $1,000,  married  filing  jointly;  $5,000  married  filing  separately;  and  $7,500  for  a 
single  taxpayer  and  heads  of  households  when  combined  with  pension  exclusion  if  taxpayer  is 
62  years  of  age  or  older;  a  special  exclusion  from  gross  income  of  $6,000  married  filing  jointly 
and  heads  of  households  and  $3,000  married  filing  separately  or  single  taxpayers,  for  persons 
who  are  not  covered  by  either  social  secunty  benefits  or  railroad  retirement  benefits  but  would 
be  eligible  if  covered  thereby. 

On  11  December  1987,  Assembly  Bill  No.  274,  P.L.  1987,  c.  310  which  was  made  retroactive 
to  1  January  1987,  amended  the  New  Jersey  Gross  Income  Tax  Act  to  exclude  from  gross 
income  distnbutions  paid  by  a  mutual  fund  which  is  invested  in  obligations  issued  by  New 
Jersey  and  its  political  subdivisions  and  those  that  are  tax  free  under  the  laws  of  the  United 
States.  This  exclusion  from  gross  income  is  available  provided  that  the  fund  has  no  investments 
other  than  interest  beanng  obligations,  obligations  issued  at  a  discount,  and  cash,  and  not  less 
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than  80%  of  the  fund's  investments  are  in  obligations  which  are  exempt  under  the  Gross 
Income  Tax  Act.  No  personal  income  tax  will  be  levied  on  payments  received  under  the 
Railroad  Retirement  Act,  both  Tier  1  and  Tier  2  income. 

DEDUCTIONS:  Alimony  and  separate  maintenance  payments,  medical  expenses  in  excess  of 
2%  of  New  Jersey  gross  income.  Losses  can  only  offset  income  within  the  same  category. 

Loss  carry  forward  or  carry  back  is  not  allowed. 

EXEMPTIONS.  $1,000  for  (1)  Taxpayer;  (2)  Spouse  not  filing  separately;  $1,500  for  each 
dependent  who  qualifies  as  such  for  Federal  income  tax  purposes.  An  additional  $1,000  for: 

(1)  Taxpayer  65  or  over;  (2)  Taxpayer  blind  or  disabled;  (3)  Spouse  65  or  over;  and  (4)  Spouse 
blind  or  disabled. 

NOTE:  Nonresidents  are  allowed  the  same  personal  exemptions  but  must  apportion  their  total 
income,  if  total  income  from  all  sources  exceeds  New  Jersey  income  by  more  than  $100. 

For  1993,  the  exemption  for  dependents  is  $  1,500. 

TAX  RATES: 

New  rates  for:  Married  Individuals  Filing  Jointly, 

Head  of  Household,  or 

Surviving  Spouse 

Over  Not  Over  Rates 

.  $20,000  2% 

$20,000  $50,000  $400  plus  2.5%  of  the  excess  over  $  20,000 

$50,000  $70,000  $  1,150  plus  3.5%  of  the  excess  over  $  50,000 

$70,000  $80,000  $  1,850  plus  5.0%  of  the  excess  over  $  70,000 

$80,000  $150,000  $  2,350  plus  6.5%  of  the  excess  over  $  80,000 
over  $150,000  $  6,900  plus  7.0%  of  the  excess  over  $  150,000 

New  rates  for: 

Unmarried  Individuals,  or 
Married  Individuals  Filing  Separately 

Over  Not  Over  Rates 

.  $20,000  2% 

$20,000  $35,000  $400  plus  2.5%  of  the  excess  over  $  20,000 

$35,000  $40,000  $  775  plus  5.0%  of  the  excess  over  $  35,000 

$40,000  $75,000  $  1,025  plus  6.5%  of  the  excess  over  $  40,000 

over  $75,000  $  3,300  plus  7.0%  of  the  excess  over  $  75,000 
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CREDITS:  A  credit  for  income  or  wage  taxes  paid  to  other  States  or  their  political 
subdivisions. 

HOMESTEAD  TAX  RELIEF:  Taxpayers  will  be  able  to  apply  for  a  Homestead  Property  Tax 
rebate  on  the  1991  NJ-1040,  provided  their  gross  income  does  not  exceed  $  100,000. 
Application  for  the  rebate  is  called  the  HR- 1040. 

Under  the  rebate  program,  residents  who  pay  property  taxes  on  their  homesteads,  either  directly 
or  through  rent,  will  receive  a  rebate,  provided  that  their  gross  income  does  not  exceed 
$100,000  (Gross  income  means  all  income  required  to  be  reported  under  the  Gross  Income  Tax 
Act,  reduced  by  all  authonzed  income  exclusions). 

The  law  gives  qualified  homeowners  a  minimum  rebate  of  $150  if  their  gross  income  is 
$70,000  or  less.  Homeowners  will  receive  a  rebate  of  $100  if  their  income  is  over  $70,000  but 
not  over  $100,000.  Tenants  will  receive  a  minimum  rebate  of  $65  if  their  gross  income  is 
$70,000  or  less,  a  rebate  of  $35  if  their  gross  income  is  over  $70,000  but  not  over  $100,000. 
All  taxpayers  who  are  married  filing  separately  and  who  maintained  the  same  residence  as  their 
spouse  must  combine  their  income  with  their  spouse's  when  determining  the  rebate  to  which 
they  are  entitled.  Such  taxpayers  will  be  entitled  to  one-half  of  the  specified  rebate  amount. 
The  rebate  program  provides  certain  claimants  with  a  rebate  of  up  to  $500  Taxpayers  whose 
gross  income  is  $70,000  or  less  ($35,000  for  single  taxpayers  or  taxpayers  who  are  mamed 
filing  separately  and  maintained  a  different  residence  from  their  spouse)  and  who  paid  property 
tax  or  rent  constituting  property  tax  that  exceeds  5%  of  gross  income,  will  receive  a  rebate 
equal  to  either  the  amount  over  5%  of  gross  income  or  $500,  whichever  is  less.  If  the  amount 
by  which  the  claimant's  property  taxes  or  rent  constituting  property  taxes  exceeds  gross 
income  is  less  than  $150  for  homeowners  or  $65  for  tenants  then  the  claimant  will  be  entitled 
to  the  minimum  rebate. 

Special  legislative  limitations  were  adopted  for  the  1991  and  1992  tax  years  which  restncted 
rebates  to  those  who  are  not  65  years  of  age  or  more,  or  disabled  or  blind.  Homeowners  who 
fell  into  that  classification  were  given  a  $90  rebate  if  gross  income  was  $40,000  or  less  and 
tenants  who  fell  into  that  category  were  given  a  $30  rebate  if  gross  income  was  $40,000  or 
less.  If  gross  income  exceeded  $40,000,  no  rebate  was  allowed. 

NOTE:  Effective  1  January  1978,  the  State  of  New  Jersey  and  the  Commonwealth  of 
Pennsylvania  entered  into  a  reciprocal  income  tax  agreement  whereby  compensation  for 
services  rendered  in  the  other  junsdiction  is  only  subject  to  income  tax  in  the  taxpayer's  state 
of  residence  —  either  New  Jersey  or  Pennsylvania. 

The  following  notes  pertain  to  the  New  Jersey  gross  income  tax. 

NOTE  1:  The  State  of  New  Jersey  has  enacted  a  Gross  Income  Tax  Act  (L.  1976,  c  47). 

Since  its  enactment,  several  areas  in  regard  to  members  of  the  military  and  their  dependents 
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have  been  in  need  of  interpretation. 

NOTE  2:  Section  54A.5-l(m)  would  appear  to  indicate  that  the  housing  allowances  received 
by  members  of  the  military  are  a  part  of  their  gross  income  for  New  Jersey  income  tax 
purposes.  However,  it  has  been  indicated  by  the  Office  of  the  Director  of  the  New  Jersey 
Division  of  Taxation  that  these  allowances  or  their  value  to  those  who  live  in  on-base  housing 
or  government  leased  housing  are  nontaxable. 

NOTE  3.  By  statutory  definition,  a  military  member  who  is  a  domiciliary  of  another  state  is 
classified  as  a  nonresident.  However,  it  has  been  unclear  whether  the  spouse  who  has  New 
Jersey  income  should  file  a  resident  or  a  nonresident  tax  return.  Under  the  statute,  as  it  is 
presently  enacted,  it  would  appear  that  the  spouse  should  file  a  separate  resident  tax  return  (see 
54A;8-3.1  and  54A;  l-2-m(2).  If  the  military  member  has  a  part-time  job  in  New  Jersey  he/she 
should  file  a  nonresident  tax  return.  Therefore,  you  would  have  a  situation  where  one  spouse 
files  a  nonresident  and  the  other  files  a  resident  form  for  the  same  taxable  year.  In  general,  the 
Division  has  taken  the  position  that  the  nonmilitary  spouse  (who  is  a  domiciliary  of  another 
state)  will  not  be  considered  a  resident  for  New  Jersey  income  tax  purposes  if  she/he  lives  on  a 
military  base  with  her/his  military  spouse.  However,  such  nonmilitary  spouse  could  be 
considered  a  resident  if  she/he  maintains  a  permanent  place  of  abode  in  New  Jersey  and  spends 
more  than  183  days  in  New  Jersey  during  the  tax  year 

NOTE  4;  Until  specific  regulations  are  wntten,  military  members  and  their  dependents  should 
be  cautioned  to  seek  advice  from  their  tax  advisors,  because  each  will  have  an  individual  fact 
pattern  which  will  have  to  be  considered.  Taxpayers  who  file  individual  income  tax  returns  and 
pay  gross  income  tax  late  should  attach  a  statement  to  the  return  which  indicates  their 
qualification  for  the  tax  relief  granted  pursuant  to  this  section.  The  Director  may  request 
supporting  information. 

TAX  AUTHORITY:  State  of  New  Jersey,  Division  of  Taxation,  50  Barrack  Street,  CN  269, 
Trenton,  New  Jersey  08646.  (609)  292-5185 
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STATE  LAW:  New  Mexico  Stats.  Sec.  7-1-1  through  7-5-7. 

TAXPAYERS;  Every  resident  who  is  required  to  file  a  Federal  income  tax  return  must  file  a 
New  Mexico  income  tax  return.  Every  nonresident  who  is  required  to  file  a  Federal  income 
tax  return  and  who  has  income  from  New  Mexico  sources  must  file  a  New  Mexico  income 
tax  return.  This  is  a  community  property  state. 

MILITARY  PROVISIONS:  There  is  no  provision  in  New  Mexico  law  expressly  exempting  a 
service  member's  compensation  or  veterans  benefits  from  taxation.  However,  most  income 
exempt  under  the  Internal  Revenue  Code  is  exempt  from  New  Mexico  toation.  See  "Income 
Exclusions". 

DESERT  STORM  PROVISIONS:  New  Mexico  honors  the  federal  tax  filing  extension  for 
1990  taxes  only.  No  penalty  or  interest  is  imposed  on  returns  filed  within  the  extended 
(federal)  due  date. 

RESIDENTS.  Every  person  domiciled  in  New  Mexico  during  any  part  of  the  tax  year.  Any 
person  who  on  or  before  the  last  day  of  the  tax  year  changes  his/her  place  of  abode  to  another 
state  with  the  bona  fide  intention  of  continuing  to  actually  abide  permanently  out  of  New 
Mexico,  shall  be  taxed  as  a  nonresident  on  that  portion  of  his/her  income  derived  within  the 
State. 

INCOME  EXCLUSIONS.  New  Mexico  base  income  equals  federal  adjusted  gross  income  as 
defined  under  Section  62  of  the  Internal  Revenue  Code,  as  amended  or  renumbered,  plus  net 
operating  loss  deductions,  plus  incone  from  federally-tax-exempt  (municipal)  bonds  (note: 
subsequent  deductions  are  allowed  for  a  state  net  operation  loss  carryforward  amount,  and  for 
certain  municipal  bond  income).  (Retired  Serviceman's  Family  Protection  Plan  (RSFPP)  and 
Survivor's  Benefit  Plan  (SBP)  exclusions  apply).  Taxable  income  is  derived  as  follows. 

New  Mexico  uses  the  same  amounts  as  the  Federal  Standard  Deduction  and  personal 
exemption,  including  the  Federal  "additional  standard  deduction"  for  per^'ons  age  65  and  over 
or  blind. 

Subtract  —  (a)  personal  exemption  amount  allowed  for  federal  purposes;  (b)  greater  of  standard 
deduction  of  $6,200  for  mamed  persons  filing  jointly,  $5,450  for  head  of  household  filing 
status,  $3,700  for  single  individuals  and  $3,100  for  married  persons  filing  separately;  or 
itemized  deductions  equal  to  total  federal  itemized  deductions  allowed.  New  Mexico  allows 
exemption  and  deduction  amounts  "allowed"  for  federal  purposes;  therefore,  higher-income 
taxpayers  who,  for  federal  purposes,  have  their  exemption  and  deduction  amounts  reduced  by 
the  AGI  phase-out  reduction  will  be  treated  the  same  for  state  purposes.]  (c)  income  not 
taxable  by  the  State,  such  as  interest  on  obligations  of  the  United  States;  (d)  up  to  $8,000  of 
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income  for  persons  65  years  of  age  or  older  (the  amount  excluded  depends  on  the  adjusted 
gross  income  of  the  taxpayer  and  decreases  from  $8,000  for;  (1)  married  filing  jointly  with 
AGI  of  $30,000  or  less  and  (2)  AGI  of  $18,000  or  less  for  single  individuals,  to  $0  for;  (1) 
married  filing  jointly  with  an  AGI  of  $51,000  or  more  and  (2)  AGI  of  $28,500  or  more  for 
single  individuals);  (e)  certain  railroad  retirement  income  taxable  under  Federal  law;  (f)  $2,500 
(1,250  married  filing  separate  returns)  per  year,  per  child  for  any  individual  who  has  adopted 
a  "special  needs"  child. 

New  residents  also  see  "CREDITS" 

RATES:  New  Mexico  has  a  detailed  tax  rate  schedule  for;  (a)  Single  individuals,  (b)  Head  of 
household,  and  married  individuals  filing  jointly,  and  (c)  Mamed  individuals  filing  separate 
returns. 

INCOME:  New  Mexico  income  tax  is  based  on  the  taxpayer's  Federal  adjusted  gross  income 
less  Federal  personal  exemption  and  standard  deduction  amounts.  Any  itemized  deductions 
allowed  on  a  taxpayer's  Federal  income  tax  return  will  be  allowed  on  the  New  Mexico  return. 
Note;  New  Mexico  does  not  allow  income  averaging,  although  a  special  averaging  method  is 
allowed  for  lump  sum  income  reported  on  Federal  Form  4970  or  4972 

DEDUCTIONS:  Deductions,  include  a  State  Standard  Deduction  (equal  to  Federal  standard 
deduction  amount)  or  total  itemized  deductions  allowed  under  the  Internal  Revenue  Code  See 
Income  Exclusions  for  other  allowable  deductions  from  New  Mexico  base  income 

EXEMPTIONS;  Same  as  under  the  Internal  Revenue  Code.  Also,  an  individual  aged  65 
years  or  older  (or  blind)  may  claim  a  deduction  in  an  amount  up  to  $8,000  of  net  income, 
depending  on  filing  status  and  adjusted  gross  income  (Sec  7>2*5  2,  N  M  S  A  1978) 

CAPITAL  GAINS  AND  LOSSES;  New  Mexico  base  income  is  essentially  Federal  adjusted 
gross  income.  Therefore,  insofar  as  capital  gams  and  losses  are  reflected  in  a  taxpayer's 
Federal  base  income,  they  will  also  be  reflected  in  his/her  New  Mexico  adjusted  gross 
income. 

MUNICIPAL  BOND  INTEREST  AND  DIVIDEND  INCOME  (Federally  Tax  Exempt 
Interest  and  dividends  received  from  tax-exempt  municipal  bonds  issued  by  other  states  and 
their  local  governments  must  be  added  back  to  federal  adjused  gross  income  when  determining 
New  Mexico  base  income  (see  income  exclusions).  However,  income  from  bonds  issued  by 
New  Mexico,  Puerto  Rico,  Guam  and  other  U  S  possessions  (and  their  political  subdivisions) 
are  not  includable  as  taxable  income  in  New  Mexico 
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NON-REFUNDABLE  CREDITS; 

(1)  Tax  Paid  Other  States;  Residents  receive  credit  for  taxes  paid  to  other  states  (not 
cities)  on  income  subject  to  taxation  in  both  New  Mexico  and  other  states  so  long  as  the  credit 
does  not  exceed  5.5%  of  such  taxable  income.  In  other  words,  credit  is  available  for  income 
subject  to  tax  in  two  states  ("double-taxed"  income),  such  as  a  New  Mexico  resident  with  a 
Califomia-source  pension. 

(2)  Nonresidents  receive  tax  credit  in  the  proportion  that  their  out-of-state  income  bears  to 
their  New  Mexico  income.  For  first-year  residents,  the  law  states  that;  "...  during  the  first 
taxable  year  in  which  an  individual  incurs  tax  liability  as  a  resident,  only  income  earned  on  or 
after  the  date  he  became  a  resident,  and,  in  addition,  income  earned  in  New  Mexico  while 
nonresident  of  New  Mexico  shall  be  allocated  to  New  Mexico  .  .  ."  for  tax  purposes. 

(3)  Historic  Property  Preservation  Credit;  A  credit  of  50%  of  eligible  costs,  not  to  exceed 
$25,000,  is  allowed  for  costs  of  preserving  or  restoring  a  property  listed  on  the  New  Mexico 
register  of  cultural  properties. 

REFUNDABLE  CREDITS  AND  REBATES; 

(1)  CHILD  DAY  CARE  REBATE;  A  refimdable  credit  of  40%  of  the  costs  of  day  care 
services  for  eligible  dependents  is  avail^dile  for  low-income  working  individuals.  The 
maximum  credit  allowable  is  $1,200. 

(2)  LOW-INCOME  COMPREHENSIVE  TAX  REBATE;  This  rebate  is  intended  to  return 
to  taxpayers  at  or  below  the  poverty  level  a  portion  of  the  total  State  taxes  paid  by  them.  The 
rebate  amount  varies  from  $5  to  $375.  The  rebate  is  claimed  by  filing  an  income  tax  return 
(and  supporting  schedule)  and  may  be  claimed  even  if  no  income  tax  is  due.  For  the  purposes 
of  this  rebate  the  allowable  exemptions  are  those  allowed  for  federal  tax  purposes  for  each 
individual  domiciled  in  New  Mexico  plus  two  for  each  individual  65  or  over  or  blind. 
Allowable  exemptions  (i.e.  household  size)  for  LICTRebate. 

(3)  PROPERTY  TAX  REBATE  FOR  LOW  INCOME  PERSONS  65  OR  OLDER;  A  65  or 
older  to  partially  offset  property  taxes  paid  on  owned  or  rented  residential  property  in  New 
Mexico. 

PAYMENTS;  Return  and  payment  due  15  April  for  calendar  year  filers  or  by  the  15th  day  of 
the  fourth  month  following  the  close  of  the  fiscal  year  for  fiscal  year  filers. 

New  Mexico  accepts  an  extension  of  time  granted  by  the  Internal  Revenue  Service  if  a  copy  of 
the  extension  is  attached  to  the  return.  If  no  Federal  extension  has  been  granted,  an 
Application  for  Extension  of  Time  to  File  a  New  Mexico  Return,  RP-27  Form,  must  be 
submitted  to  the  New  Mexico  Revenue  Division  on  or  before  the  due  uate  of  the  return. 

REFUNDS  AND  REFUND  INTERCEPTS;  Refunds  may  be  voluntarily  contributed  to  any  of 
the  following; 

1)  New  Mexico  Game  Protection  Fund; 

2)  Veterans  National  Cemetery  Fund  (to  purchase  additional  land  to  expand  the  Santa  Fe 
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National  Cemetery),  and 

3)  Substance  Abuse  Education  Fund; 

4)  New  Mexico  Forest  Re-Leaf  program, 

5)  New  Mexico  Political  Parties  (limit  of  $2  per  person). 

Refunds  may  be  intercepted  and  paid  over  to  the  state  or  federal  governments  for: 

1)  Delinquent  child  support  payments; 

2)  Federal  educational  loan  payments; 

3)  Over  payments  of  public  assistance  or  food  stamps; 

4)  Over  payments  of  benefits  or  unpaid  contributions  (taxes  due)  under  the  unemployment 
compensation  law; 

5)  Outstandings  fines  issued  by  the  Bernalillo  County  Metropolitan  Court. 


NOTE: 

Interest  —  If  New  Mexico  income  tax  is  not  paid  when  due,  the  taxpayer  is  liable  for  interest  at 
the  rate  of  15%  per  year  or  1  1/4%  per  month.  A  fraction  of  a  month  is  treated  as  a  full 
month.  Interest  will  accrue  without  regard  to  any  extension  of  time  for  filing.  (Except  for 
Desert  Storm). 

Penalty  -  In  case  of  failure  to  pay  any  tax  owed  due  to  negligence  or  disregard  of  rules  and 
regulations,  but  without  intent  to  defraud,  a  penalty  of  2%  per  month  or  fraction  thereof  from 
the  date  the  tax  was  due  or  from  the  date  the  return  was  required  to  be  filed  (not  to  exceed 
10%)  will  be  added.  In  addition  to  civil  penalties,  any  individual  or  person  who  makes  a 
false  statement  or  who  commits  fraud  will,  upon  conviction,  be  fined  not  more  than  $5,000,  or 
imprisoned  not  less  than  6  months  or  more  than  3  years,  or  both,  together  with  prosecution 
costs. 

RETIREMENT  INCOME: 

Tax  year  1 990  and  all  subsequent  tax  years. 

All  pension  and  retirement  income  (excluding  certain  railroad  retirement  and  social  security 
income)  is  fully  taxable,  pursuant  to  1990  legislation.  Thus,  the  full  amount  of  federal  civil 
service,  federal  military  and  other  federal  retirement  system  pensions  is  now  fully  taxable. 

Tax  year  1989:  All  state,  federal  civil  service  and  military  retirement  income  is  fully  exempt 
from  taxation,  pursuant  to  Taxation  and  Revenue  Department  policy. 
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Tax  years  1985  through  1988. 

All  taxes  previously  imposed  on  federal  civil  service  and  military  retirement  income  are 
subject  to  refund  for  a  period  of  three  years  from  the  date  the  tax  return  was  due,  pursuant 
to  the  State  District  Court  summary  judgement  in  the  class  action  suit,  Robert  L.  Bums,  et 
al.  V.  State  of  New  Mexico,  et  al..  Santa  Fe  County  Cause  No.  SF-1314C. 

TAX  AUTHORITY:  State  of  New  Mexico,  Taxation  and  Revenue  Department,  P.O.  Box  630, 
Santa  Fe,  New  Mexico  87509-0630.  (505)  827-0700 
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STATE  LAW:  New  York  Tax  Law,  Article  22,  Sec.  601  et  seq. 

TAXPAYERS 

(1)  Every  resident  must  file  New  York  returns  if;  (a)  they  are  required  to  file  a  Federal  income  tax 
return;  or  (b)  they  are  subject  to  the  minimum  tax  or  the  separate  tax  on  lump  sum  distributions;  or 
(c)  the  sum  of  their  federal  adjusted  gross  income  and  New  York  addition  modification  is  more  than 
$4,000,  or  (d)  the  sum  of  their  federal  adjusted  gross  income  and  New  York  addition  modification 
is  more  than  their  standard  deduction  (if  that  deduction  is  under  $4,000)  or  you  want  to  claim  a 
refund  of  any  New  York  state.  City  of  New  York  or  City  of  Yonkers  income  taxes  withheld  from 
your  pay. 

(2)  Every  nonresident  who  has  income  from  New  York  sources  and  the  sum  of  the  federal  adjusted 
gross  income  and  New  York  addition  modifications  is  more  than  the  New  York  st^  idard  deduction 
are  subject  to  the  minimum  tax,  or  are  subject  to  the  separate  tax  on  lump-sum  distributions. 
FILING:  See  "TAXPAYERS".  If  these  requirements  are  met  a  New  York  Income  tax  return  must 
be  filed. 

New  Income  Tax  Rates  for  Taxable  Years  Beginning  After  1989 

Chapter  190  of  the  Laws  of  1990  amended  various  sections  of  the  New  York  State  Tax  Law  to 
establish  new  tax  rates  to  be  imposed  on  individuals,  estates  and  trusts.  The  new  law,  explained 
below,  applies  to  taxable  years  beginning  after  1989. 

The  Tax  Reform  and  Reduction  Act  of  1987  enacted  a  four-year  personal  income  tax  reduction. 
Under  the  act,  the  top  tax  rate  was  to  have  been  reduced  in  each  of  the  four  years,  ultimately 
reaching  7%  for  taxable  years  beginning  after  1990.  Ch^ter  190  amended  the  law  to  delay  the  tax 
rate  cut  scheduled  for  1990,  and  then  to  phase  in  the  remaining  tax  rate  reduction  over  a  four-year 
period  beginning  in  1991.  As  a  result,  the  rates  that  were  in  effect  for  1989  will  also  apply  to 
1990,  and  the  top  rate  of  7%  will  be  effective  for  taxable  years  beginning  after  1993. 
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The  new  tax  rate  schedules  are  shown  on  the  following  pages. 

1993 

New  paragraph  (1)  of  sections  601(a),  (b)  and  (c)  establishes  new  tax  rate  schedules  effective  on  the 
first  day  of  the  fourth  month  of  a  taxpayer's  taxable  year  beginning  in  1993.  For  implementation 
purposes,  section  699  provides  that  the  1993  income  tax  is  to  be  computed  using  the  following 
schedules; 

Married  Filing  Jointly  and  Surviving  Spouse 
If  the  New  York  taxable  income  is. 


over  not  over  tax 

S  0  $14,000  5.125%  of  amount  over  S  0 

14,000  28,000  $718  plus  6.125%  14,000 

28,000  .  1,575  plus  7.125%  28,000 


Single,  Married  Filing  Separately  and  Estates  and  Trusts 
If  the  New  York  taxable  income  is. 


over  not  over  tax 

$  $  7,000  5.125%  of  amount  over  $  0 

7,000  14,000  $359  plus  6.125%  7,000 

14,000  .  788  plus  7.125%  14,000 


Head  of  a  Household 

If  the  New  York  taxable  income  is: 
over  not  over  tax 

$  0  $  9,000  5.125%  of  amount  over  $  0 

9,000  20,000  $461  plus  6.125%  9,000 

20,000  .  ..1,135  plus  7  125%  20,000 
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1994  and  thereafter; 

For  taxable  years  beginning  after  1993  there  are  two  income  tax  rates  and  two  income  tax  brackets. 
The  income  tax  for  years  1994  and  thereafter  is  to  be  computed  using  the  following  schedules: 

Mamed  Filing  Jointly  and  Surviving  Spouse 
If  the  New  York  taxable  income  is; 


over  not  over  tax 

$  0  $27,000  5.5%  of  amount  over  $  0 

27,000  .  1,485  plus  7%  "  "  "  27,000 


Single,  Married  Filing  Separately  and  Estates  and  Trusts 
If  the  New  York  taxable  income  is: 


over 

not  over 

tax 

$  0 

$12,500 

5.5%  of  amount  over 

S  0 

12,500 

.  $688  plus  7% 

12,500 

Head  of  a 

i  Household 

If  the  New  York  taxable  income  is; 


over  not  over  tax 

$  0  $19,500  5.5%  of  amount  over  $  0 

19,500  . $1,073  plus  7%  "  ”  "  19,500 


MILITARY  PROVISIONS: 

A  person  entering  military  service  from  the  state  of  New  York  is  considered  to  continue  to  be  a  New 
York  domiciliary  and  therefore  is  required  to  file  a  resident  return  and  pay  any  tax  due.  A  New 
York  state  resident's  military  pay  is  taxable  in  the  same  way  it  is  taxable  on  a  federal  return. 
Likewise,  disability  pensions  and  any  other  benefits  granted  for  the  relief  of  injured  or  disabled 
vetems,  as  well  as  tuition  payments,  subsistence  allowances  and  any  other  benefits  paid  to,  or  on 
account  of,  a  veteran  or  beneficiary  under  the  laws  relating  to  veterans,  are  treated  the  same  for  New 
York  tax  purposes  as  for  federal  tax  purposes.  If  these  amounts  are  excluded  from  gross  income 
for  federal  income  tax  purposes,  they  are  not  subject  to  New  York  State  income  tax.  Further,  a  New 
York  resident  does  not  pay  income  tax  on  military  compensation  if  the  member  meets  all  three 
conditions  in  Group  A  or  Group  B: 
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Group  A: 

1 .  The  member  did  not  maintain  any  permanent  place  of  abode  in  New  York  during  the 
taxable  year;  and 

2.  The  member  maintained  a  permanent  place  of  abode  outside  New  York  during  the 
entire  taxable  year;  and 

3.  The  member  spent  30  days  or  less  in  New  York  during  the  taxable  year. 

Group  B: 

1 .  The  member  was  in  a  foreign  country  for  at  least  450  days  during  any  period  of  548 
consecutive  days;  and 

2.  During  the  548  consecutive  days,  the  member  did  not  spend  more  than  90  days  in  New 
York  and  did  not  maintain  a  permanent  place  of  abode  in  New  York  at  which  the  member's  spouse 
(unless  legally  separated)  or  minor  children  spent  more  than  90  days;  and 

3.  During  the  nonresident  portion  of  the  taxable  year  in  which  the  548-day  period  either 
begins  or  ends,  you  were  present  in  New  York  for  no  more  than  the  number  of  days  that  bears  the 
same  ratio  to  90  as  the  number  of  days  in  such  portion  of  the  taxable  year  bears  to  548.  That  is: 

number  of  days 

in  the  nonresident  maximum  number 

portion  x  90  =  of  days  allowed 

548  in  New  York 

Members  who  meet  the  conditions  in  either  Group  A  or  Group  B,  above,  are  considered  a 
nonresidents  for  the  taxable  year  and  not  subject  to  tax  on  their  military  compensation. 

If  a  member's  domicile  was  not  New  York  when  they  entered  the  military  and  they  were  later 
assigned  to  active  duty  in  New  York  state,  then  the  member  does  not  become  a  New  York  State 
resident  by  reason  of  their  assignment  and  their  military  compensation  is  not  subject  to  New  York 
tax.  However,  other  income  received  from  New  York  sources  while  the  member  is  a  nonresident 
(including  a  spouse's  income)  may  be  subject  to  tax.  Earnings  from  a  member's  off-duty 
employment  is  subject  to  tax.  Income  or  gain  from  property  located  in  New  York  or  from  a 
business,  trade  or  profession  carried  on  in  the  state  is  also  subject  to  tax.  [For  further  information  on 
nonresident  and  part-year  resident  income  tax  returns,  get  IT-203 -P,  Nonresident  and  Part-Year 
Resident  Income  Tax  Return  Packet.] 

New  York  state  residents'  military  pay  is  subject  to  withholding  of  New  York  income  tax.  Members 
who  believe  that  the  conditions  of  Group  A  or  B  apply  to  them  may  obtain  Form  IT-2 104-MS,  New 
York  State  Withholding  Exemption  Certificate  for  Military  Service  Personnel,  from  the  state  tax 
department  or  Department  of  Defense  Form  2058-1,  State  Income  Tax  Exemption  Certificate  and 
file  it  with  the  members'  military  finance  office.  (Do  not  send  it  to  New  York). 

DESERT  STORM  PROVISIONS; 

New  York  State  will  conform  to  the  federal  tax  relief  provisions  granted  to  members  of  the  armed 
forces  and  support  personnel  serving  in  Operation  Desert  Storm.  This  includes. 
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-  Filing  extensions  until  at  least  1 80  days  after  departure  from  the  Persian  Gulf  with  no  penalty 
or  interest  charges.  The  deadline  for  payment  of  taxes  is  similarly  extended.  (These  relief  measures 
also  apply  to  the  member's  spouse.) 

-  Effective  January  1,  1991,  exemption  of  military  pay  received  from  New  York  State  taxation 
for  enlisted  personnel  and  $500  income  per  month  exclusion  for  commissioned  officers  while 
serving  in  the  combat  zone  (including  hospitalization  resulting  from  injury  while  serving  in  the 
combat  zone). 

-  The  words  "DESERT  STORM"  should  be  written  at  the  top  of  an  audit  or  collection  notice,  as 
well  as  on  the  member's  1990  and  1991  tax  returns  and  envelopes. 

FILING  DEADLINES;  Military  members  have  the  same  filing  deadlines  as  other  New  York 
residents;  that  is,  as  soon  as  possible  after  January  1,  1992,  but  not  later  than  April  15,  1992.  If  the 
member  is  stationed  in  a  foreign  country  when  the  return  is  due,  the  member  qualifies  for  an 
automatic  two-month  extension,  to  June  15,  1992.  The  member  does  not  have  to  apply  or  request 
this  extension,  but  must  attach  a  statement  of  eligibility  with  the  return. 

FEDERAL  PENSIONS 

Ch^ter  664  of  the  Laws  of  1989  amended  the  Tax  Law  and  the  Administrative  Code  of  the  City  of 
New  York  to  exempt  federal  pensions  from  New  York  State  personal  income  tax.  New  York  City 
personal  income  tax  and  the  Yonkers  income  tax  surcharge.  This  legislation  was  enacted  in 
response  to  the  United  States  Supreme  Court  decision  in  Paul  S.  Davis  v.  Michigan  Department  of 
Treasury,  which  held  that  states  such  as  New  York  that  exempt  pensions  of  their  own  employees 
from  income  taxes  must  provide  i  similar  exemption  to  employees  of  the  federal  government.  The 
new  exemption  also  applies  to  the  New  York  State  and  New  York  City  separate  taxes  on  lump  sum 
distributions. 

Chapter  664  amended  sections  612(c)(3)  of  the  Tax  Law  and  ll-1712(c)(3)  of  the  Administrative 
Code  to  allow  a  new  subtraction  from  federal  adjusted  gross  income  to  arrive  at  New  York  adjusted 
gross  income.  The  subtraction  is  for  the  amount  of  pensions  paid  to  officers  or  employees,  or  their 
beneficiaries,  of  the  United  States,  any  territory  or  possession  or  political  subdivision  of  such 
territory  or  possession,  the  District  of  Columbia,  or  any  agency  or  instrumentality  of  any  of  the 
foregoing  (including  the  military),  to  the  extent  the  pension  payments  were  included  in  gross  income 
for  federal  income  tax  purposes. 

The  new  law  applies  to  federal  pension  payments  received  on  or  after  January  1,  1989  Therefore, 
New  York  State  will  not  issue  refunds  for  pnor  years  even  where  the  statute  of  limitations  has  not 
expired. 

However,  two  pending  New  York  Supreme  Court  cases  may  result  in  the  state  being  required  to 
issue  refunds  for  pnor  years.  Pending  the  outcome  of  this  litigation,  taxpayers  have  the  right  to  file 
protective  claims  for  refund  for  all  open  years  on  Form  IT-1 13X.  If  a  taxpayer’s  refund  claim  is 
denied,  the  taxpayer  must  file  a  petition  with  the  Commissioner  of  Taxation  and  Finance  in  order  to 
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preserve  his  or  her  refund  nghts. 

ESTIMATED  PAYMENTS;  Returns  and  payment  in  full  due  15  April.  A  New  York  state  resident, 
or  a  nonresident  who  derives  income  from  New  York  sources  is  required  to  make  estimated  tax 
payments  if:  (1)  they  expect  the  withholding  to  be  less  than  90%  of  the  tax  shown  on  their  1993 
return  and  less  than  100%  of  the  tax  shown  on  their  1992  return  (if  that  return  covered  all  12 
months),  and  (2)  they  expect  to  owe,  after  withholding  and  credits,  at  least  $100  of  either  New  York 
state.  City  of  New  York,  or  City  of  Yonkers  tax  for  1992.  If  the  1992  return  is  filed  by  1  February 
1993  and  the  full  amount  of  tax  due  is  paid,  the  taxpayer  does  not  have  to  make  the  estimated 
payment  that  would  otherwise  be  due  on  15  January  1993. 

TAX  AUTHORITY.  State  of  New  York,  Department  of  Taxation  and  Finance,  State  Campus, 
Albany,  New  York  12227  For  tax  assistance  within  New  York,  call  1-800-225-5829;  outside  New 
York,  call  1-800-438-8581. 
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TAXPAYERS;  Residents  and  part-year  residents  are  required  to  file  North  Carolina  income 
tax  returns  if  they  are  required  to  file  Federal  income  tax  returns  for  the  taxable  year,  excluding 
the  applicable  Federal  Standard  deduction  and  personal  exemphon  adjustments.  Every 
nonresident  who  derives  income  from  North  Carolina  sources  is  required  to  file  a  North 
Carolina  income  tax  return  if  he  is  required  to  file  a  Federal  income  tax  return  for  the  taxable 
year,  excluding  the  applicable  Federal  standard  deduction  and  personal  exemption  inflation 
adjustments. 

FILING:  If  these  requirements  are  met  an  income  tax  return  must  be  filed.  A  husband  and 
wife  must  file  a  joint  return  if; 

(a)  Their  Federal  taxable  income  is  determined  on  a  joint  Federal  return;  and,  (b)  Both 
spouses  are  residents  of  this  State  or  both  spouses  have  income  from  sources  within  this  state. 
On  joint  returns,  both  spouses  are  jointly  and  severally  liable  for  the  tax  due.  However,  if  a 
spouse  has  been  relieved  of  any  liability  for  Federal  income  tax  as  an  "innocent  spouse"  for  tax 
attributable  to  a  substantial  understatement  of  income  by  the  other,  the  "innocent  spouse"  would 
not  be  liable  for  the  State  income  tax  attributable  to  such  understatement  by  the  other  spouse. 

MILITARY  PROVISIONS:  (a)  Service  members  who  are  legal  residents  of  North  Carolina  but 
maintain  an  abode  in  another  jurisdiction  are  subject  to  North  Carolina  income  tax  (See 
"RESIDENTS");  (b)  Military  pay  is  taxable.  Since  the  law  does  not  permit  filing  of  joint 
returns,  the  tax  liability  of  a  service  member's  spouse  is  computed  the  same  as  any  other 
taxpayer;  (c)  Military  disability  pay  is  not  taxable;  (d)  An  amount  not  to  exceed  $4,000 
received  by  a  taxpayer  during  any  year  as  retirement  or  retainer  pay  as  a  result  of  service  in  the 
Armed  Forces  of  the  United  States  is  exempt  from  North  Carolina  income  tax. 

DESERT  STORM  PROVISIONS: 

North  Carolina  follows  the  federal  rule  on  excluding  ail  military  pay  from  an  enlisted  member's 
income  for  any  month  served  in  a  combat  zone,  with  an  exclusion  of  the  first  SSOO  per 
month  military  pay  for  commissioned  officers.  Military  personnel  performing  duties  outside 
the  combat  zone  in  direct  support  of  Operation  Desert  Storm  also  qualify  for  the  exclusions  if 
the  duties  are  under  circumstances  qualifying  for  hostile  fire  pay.  North  Carolina  also  precludes 
the  accrual  of  interest  dunng  the  penod  a  member  of  the  armed  forces  serves  in  the  combat 
zone  or  is  hospitalized  as  a  result  of  wounds,  disease,  or  injury  sustained  while  serving  in  the 
combat  zone. 

Members  of  the  armed  forces  serving  in  the  combat  zone  and  qualifying  support  personnel  will 
be  granted  extensions  of  1 80  days  after  they  leave  the  combat  zone  or  are  dismissed  from  a 
hospital  outside  the  United  States  to  file  their  State  income  tax  returns.  Extensions  of  more 
than  1 80  days  will  be  granted  if  a  longer  extension  has  been  granted  for  federal  income  tax 
purposes  or  upon  a  showing  of  reasonable  cause  supporting  the  request  for  an  additional 
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extension. 

In  addition,  examinations  of  state  income  tax  returns  of  military  personnel  assigned  to 
Operation  Desert  Storm  and  actions  to  collect  any  back  taxes  owed  by  these  taxpayers  for  years 
pnor  to  1990  will  also  be  suspended  until  at  least  180  days  after  the  taxpayer  leaves  the 
combat  zone.  A  statement  should  accompany  the  income  tax  return  when  filed  stating  the 
dates  the  individual  was  stationed  in  the  combat  zone.  These  extensions  also  apply  to  the 
spouses  of  military  personnel  serving  in  Operation  Desert  Storm. 

RESIDENTS:  N.C.  Gen.  Stat.  @  105-134.1  (1992) 

105-134.1.  Definitions 

(12)  Resident.  —  An  individual  who  is  domiciled  in  this  State  at  any  time  during  the 
taxable  year  or  who  resides  in  this  State  during  the  taxable  year  for  other  than  a  temporary  or 
transitory  purpose.  In  the  absence  of  convincing  proof  to  the  contrary,  an  individual  who  is 
present  within  the  State  for  more  than  183  days  during  the  taxable  year  is  presumed  to  be  a 
resident,  but  the  absence  of  an  individual  from  the  state  for  more  than  1 83  days  raises  no 
presumption  that  the  individual  is  not  a  resident.  A  resident  who  removes  from  the  State 
during  a  taxable  year  is  considered  a  resident  until  he  has  both  established  a  definite 
domicile  elsewhere  and  abandoned  any  domicile  in  this  State.  The  fact  of  mamage  does  not 
raise  any  presumption  as  to  domicile  or  residence. 

To  change  legal  residence,  a  serviceman  must  not  only  be  present  in  the  new  location  with 
the  intention  of  making  it  his  domicile,  but  must  also  factually  establish  that  he  has  done  so 
FILING  STATUS  AND  TAX  RATES.  N.C.  Statutes  I05-I34.I  through  105-134.8  require  a 
taxpayer  to  calculate  his  income  tax  liability  on  his  North  Carolina  taxable  income  based  on 
filing  status  and  tax  rates  as  follows: 

(a)  married  filing  a  joint  return  and  surviving  spouses; 

6  percent  of  North  Carolina  taxable  income  up  to  $21,250; 

7  percent  on  $21,250  up  to  $100,000; 

7.75  percent  on  amounts  over  $100,000 

(b)  heads  of  households: 

6  percent  of  North  Carolina  taxable  income  up  to  $17,000, 

7  percent  on  $17,000  up  to  $80,000  7  75  percent  on  amounts  over  $80,000 

(c)  unmarried  individuals  other  than  surviving  spouses  and  heads  of  households 

6  percent  of  North  Carolina  taxable  income  up  to  $12,750, 

7  percent  on  $12,750  up  to  $60,000, 

7.75  percent  on  amounts  over  $60,000 

(d)  mamed  individuals  who  do  not  file  a  joint  return 
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6  percent  of  North  Carolina  taxable  income  up  to  $10,625, 

7  percent  on  $10,625  up  to  $50,000, 

7.75  percent  on  amounts  over  $50,000 

TAXABLE  INCOME  STARTING  POINT:  The  starting  point  in  determining  North  Carolina 
taxable  income  is  taxable  income  for  Federal  income  tax  purposes  determined  under  the 
Internal  Revenue  Code  in  effect  as  of  January  1,  1989,  but  not  including  the  inflation 
adjustments  to  the  standard  deduction  for  taxable  years  beginning  after  1988  and  to  the 
personal  exemption  for  taxable  years  beginning  after  1989 

ADDITIONS  TO  TAXABLE  INCOME;  Federal  taxable  income  must  be  increased  for  the 
following  additions: 

(a)  Interest  received  upon  obligations  of  states  other  than  North  Carolina  and  their  political 
subdivisions; 

(b)  Any  amount  allowed  as  a  deduction  from  gross  income  that  is  taxed  by  a  separate  tax 
under  the  Internal  Revenue  Code.  This  would  include  lump-sum  distnbutions  from  certain 
employees'  retirement  plans  which  a  taxpayer  may  elect  to  exclude  from  taxable  income  in 
the  regular  tax  computation  and  compute  the  tax  separately  using  the  favorable  ten-year  or 
five-year  forward  averaging  rules. 

(c)  State,  local,  and  foreign  income  taxes  deducted  on  the  Federal  return,  and 

(d)  The  standard  deduction  and  personal  exemption  inflation  adjustments 

(e)  The  fair  market  value,  up  to  $100,000  of  donated  property  interest  for  which  the  taxpayer 
claims  a  tax  credit  for  certain  real  property  donations  and  the  market  pnce  of  the  gleaned  crop 
for  which  the  taxpayer  claims  a  tax  credit. 

DEDUCTIONS  FROM  TAXABLE  INCOME:  The  following  items  are  allowed  as  deductions 
from  Federal  taxable  income: 

(a)  Interest  upon  obligations  of  the  United  States  or  its  possessions.  North  Carolina  or  its 
political  subdivision,  or  nonprofit  educanonal  institutions  located  in  North  Carolina, 

(b)  Interest  upon  obligations  and  gain  from  the  disposition  of  obligations  to  the  extent  exempt 
under  North  Carolina  law, 

(c)  Benefits  received  under  Title  II  of  the  Social  Security  Act  and  renrement  benefits 
received  under  the  Railroad  Retirement  Act  of  1937, 

(d)  Federal  mortgage  interest  tax  credit; 

(e)  Refunds  of  State,  local,  and  foreign  income  taxes, 

(f)  Up  to  $4,000  in  retirement  benefits  from  one  or  more  Federal,  State,  or  local,  government 
retirement  plans,  and 

(g)  Up  to  $2,000  in  retirement  benefits  from  one  or  more  pnvate  retirement  plans 

If  an  individual  receives  Federal,  State,  or  local  government  retirement  benefits  and  also 
receives  other  retirement  benefits,  the  total  exclusion  is  limited  to  $4,000  For  married  couples 
filing  a  joint  return,  the  maximum  dollar  amount  of  retirement  benefits  that  may  be  deducted 
from  Federal  taxable  income  applies  separately  to  the  benefits  received  by  each  spouse  To 
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qualify  for  the  exclusion,  the  retirement  benefits  must  be  received  under  a  written  plan 
providing  benefits  to  the  employee  after  his  employment  or  self-employment  ends.  Retirement 
benefits  include  amounts  received  from  individual  retirement  accounts  and  individual 
retirement  annuities  (IRA). 

TRANSITIONAL  ADJUSTMENTS:  The  following  transitional  adjustments  are  also  required 
in  arriving  at  North  Carolina  taxable  income; 

(a)  Amounts  that  were  included  in  the  basis  of  property  under  Federal  law  but  not  under  State 
law  prior  to  January  1,  1989,  must  be  added  to  taxable  income  in  the  year  the  taxpayer's 
income  includes  a  gain  or  loss  from  the  sale  or  other  disposition  of  the  property.  These 
adjustments  include  the  increase  in  basis  for  Federal  gift  tax  paid  on  property  received  as  a 
gift  and  in  certain  cases  where  the  taxpayer  was  permitted  under  Federal  law  to  capitalize 
certain  expenditures  for  interest  and  taxes. 

(b)  Amounts  that  were  included  in  the  basis  of  property  under  State  law  but  not  under  Federal 
law  prior  to  January  1,  1989,  must  be  deducted  from  taxable  income  in  the  year  the  taxpayer's 
income  includes  a  gain  or  loss  from  the  sale  or  other  disposition  of  the  property.  These 
adjustments  include  the  increase  in  basis  for  State  gifi  tax  paid  on  property  received  as  a  gift 
and  expenditures  that  the  taxpayer  elected  to  expense  under  Section  179  of  the  Internal 
Revenue  Code  which  were  required  to  be  capitalized  for  State  tax  purposes. 

(c)  Net  economic  losses  sustained  in  the  five  taxable  years  preceding  the  taxpayer’s  first 
taxable  year  beginning  on  or  after  January  1,  1989,  may  be  deducted  from  taxable  income  as 
under  prior  law. 

(d)  A  loss  or  deduction  that  was  incurred  or  paid  and  deducted  in  full  for  North  Carolina 
income  tax  purposes  under  prior  state  law  in  a  taxable  year  beginning  before  January  1,  1989, 
but  was  carried  foiAvard  and  deducted  from  Federal  taxable  income  in  a  taxable  year 
beginning  on  or  afier  January  1,  1989,  must  be  added  to  taxable  income. 

(e)  Adjustments  must  also  be  made  in  the  taxable  income  of  a  shareholder  of  an  S 
corporafion. 


NONRESIDENTS  AND  PART- YEAR  RESIDENTS:  Nonresidents  and  part-year  residents  are 
required  to  prorate  their  Federal  taxable  income  to  determine  the  portion  of  their  taxable 
income,  after  the  above  adjustments,  that  is  subject  to  North  Carolina  income  tax.  For 
nonresidents.  North  Carolina  taxable  income  is  taxable  income  as  calculated  under  the  Code, 
adjusted  for  additions,  deductions,  and  transitional  adjustments,  multiplied  by  a  fraction  the 
denominator  of  which  is  the  taxpayer's  gross  income  as  adjusted,  as  calculated  under  the  Code, 
and  the  numerator  of  which  is  the  amount  of  that  gross  income,  as  adjusted,  that  is  derived 
from  North  Carolina  sources  attributable  to  the  ownership  of  any  interest  in  real  or  tangible 
personal  property  in  this  State  or  is  derived  from  a  business,  trade,  profession,  or  occupation 
carried  on  in  this  state. 

If  a  taxpayer  was  a  resident  for  only  part  of  the  taxable  year,  having  moved  into  or  out  of  the 
State  during  the  year.  North  Carolina  taxable  income  has  the  same  meaning  as  above  except 
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that  the  numerator  must  include  gross  income,  as  adjusted,  derived  from  all  sources  during  the 
period  the  taxpayer  was  a  resident. 

TAX  CREDITS;  The  tax  credit  for  child  and  dependent  care  (G.S.  105-151.11) 
is  based  on  the  same  employment-related  expenses  on  which  the  Federal  child  and  dependent 
care  credit  is  based.  The  tax  credit  is  allowed  for  7  percent  of  employment-related  expenses 
for  dependents  who  are  seven  years  old  or  older  and  are  not  physically  or  mentally  incapable 
of  caring  for  themselves.  For  employment-related  expenses  paid  in  connection  with  any  other 
qualifying  individual,  the  credit  is  10  percent  of  the  employment-related  expenses. 

A  tax  credit  (G.  S.  105-151.18)  is  allowed  for  one-third  of  the  tax  credit  to  which  an  individual 
who  is  totally  and  permanently  disabled  is  entitled  to  claim  for  Federal  income  tax  purposes. 
Another  tax  credit  (G.  S.  105-151.19)  is  allowed  for  6  percent  of  the  amoimt  of  dividends 
received  up  to  a  maximum  credit  of  $300  per  year  provided  over  50  percent  of  the  income  or 
loss  of  the  corporation  paying  the  dividend  is  allocated  to  North  Carolina  (no  credit  is  allowed 
for  dividends  received  from  an  S  corporation).  The  dividend  tax  credit  applies  only  to 
dividends  received  while  the  taxpayer  was  a  resident  of  North  Carolina.  In  the  case  of  a 
married  couple  filing  a  joint  return  where  both  spouses  received  qualifying  dividends,  the  $300 
maximum  applies  to  each  spouse's  dividends  separately  for  a  potential  credit  of  $600  for  the 
couple.  A  tax  credit  (G.  S.  105-131.8)  is  also  allowed  to  a  resident  shareholder  for  his  share  of 
the  corporate  income  tax  paid  by  an  S  corporation  to  another  state  that  taxes  the  corporation 
rather  than  the  shareholder  on  the  S  corporation's  income. 

The  following  additional  tax  credits  are  also  allowed:  Credit  for  Tax  Paid  to  Another  State  or 
Country,  credit  for  Qualified  Business  Investments,  Credit  for  Creating  Jobs  in  Distressed 
Counties,  Credit  for  Property  Taxes  on  Farm  Machinery,  credit  for  Exporting  Goods  From 
North  Carolina  Ports,  Credit  for  Solar  Heating,  Cooling  or  Hot  Water  Systems,  Credit  for 
Donating  Real  Property  for  Certain  Public  and  Conservation  Purpose,  Credit  for  Construction 
of  Dwelling  Units  for  Handicapped  Persons,  Credit  for  Purchase  of  Conservation  Tillage 
Equipment  Credit  for  Fuel  Ethanol  Distillery,  Credit  for  Conversion  of  Industrial  Boiler, 

Credit  for  Cleaned  Crops,  Credit  for  Hydroelectric  Generator,  Credit  for  Solar  Heat  in 
Manufacturing  Process,  Credit  for  Wind  Energy  Device,  Credit  for  Methane  Gas,  and  Credit 
for  Fortified  and  Unfortified  Wine. 

For  Information  about  these  credits,  contact  the  Department  of  Revenue. 

The  standard  deduction  for  North  Carolina  purposes  is  shown  in  the  schedules  below: 

SCHEDULE  A 

Individuals  who  are  not  claimed  as  dependents  by  another  taxpayer 

FILING  STATUS 
STANDARD  DEDUCTION 

Single . $  3,000 
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65  or  older  or  blind . 3,750 

35  or  older  and  blind . 4,500 

Married  Filing  Jointly/Qualifying  Widow(er)...  5,000 

65  or  older  or  blind . 5,600 

65  or  older  and  blind . 6,200 

Both  spouses  65  or  older  or  blind . 6,200 

Both  spouses  65  or  older  and  blind . 7,400 

*  Married  Filing  Separately . 2,500 

65  Of  older  or  blind . 3,100 

65  or  older  and  blind . 3,700 

Head  of  Household . 4,400 

65  or  older  or  blind . 5,150 

65  or  older  and  blind .  . 5,900 


SCHEDULE  B 

Individuals  who  can  be  claimed  as  dependents  by  another  taxpayer  who  have  earned  income  of 

$500  or  less 


FILING  STATUS 
STANDARD  DEDUCTION 

Single  Under  65  and  not  blind .  500 

65  or  older  or  blind . 1,250 

65  or  older  and  blind . 2,000 

•  Married  Filing  Separately  Under  65  and  or  blind. .  1,100 

65  or  older  and  blind .  1,700 

SCHEDULE  C 

Individuals  who  can  be  claimed  as  dependents  by  another  taxpayer  and  have  earned  income  of 
$500  or  more 

STANDARD  DEDUCTION 

AMOUNT  OF  ADDITIONAL  LIMITED 


FILING  STATUS  EARNED  INCOME  ALLOWANCES  TO 
Single  Under  65 


and  not  blind....  $ 

.  + 

$  -0- 

$3,000 

65  or  older  or  blind.  $ 

_ 

$  750 

$3,750 

65  or  older  and  blind  $ 

+ 

$1,500 

$4,500 

*  Married  Filing  Separately 
Under  65  and  not  blind  $ _ 

+ 

• 

o 

1 

$2,500 

65  or  older  o'r  blind  $ 

_ + 

$  600 

$3,100 

65  or  older  and  blind  $ 

+ 

$1,200 

$3,700 
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*  The  standard  deduction  is  zero  for  a  married  individual  filing  separately  whose  spouse  claims 
Itemized  deductions. 

Nonresident  aliens  and  individuals  filing  a  short  year  return  due  to  a  change  of  accounting 
period  may  not  claim  any  standard  deductions. 


MINIMUM  FILING  REQUIREMENTS 


Standard 

Deduction 

Personal 

Exemption 

Total 

Single 

$3,000 

$2,000 

$  5,000 

Single  over  age  65 

3,750 

2,000 

5,750 

Mamed  filing  joint. 

5,000 

4,000 

9,000 

Mamed  filing  joint, 

one  spouse  65  or  older  5,600 

4,000 

9,600 

Mamed  filing  joint 
return  and  both  age 

65  or  older 

6,200 

4,000 

10,200 

Mamed  filing 

separate  return 

2,000 

2,000 

Head  of  Household 

4,400 

2,000 

6,400 

Head  of  Household 
age  65  or  older 

5,150 

2,000 

7,150 

Qualifying  widowfer) 

with  dependent  child 

5,000 

2,000 

7,000 

Qualifying  widowfer) 
age  65  or  older 

5,600 

2.000 

7,600 

A  personal  exemption  of  S2,000  00  is  allowed  for  each  dependent 


An  additional  standard  deduction  of  S600  00  is  allowed  to  a  married  taxpayer  or  qualifying 
widow(er)  65  years  old  or  older  or  who  is  blind  The  additional  standard  deduction  amount  for 
single  taxpayers  and  heads  of  household  is  S750  00  if  65  years  of  age  or  older  or  blind 
The  exempnon  allowed  for  a  dependent,  the  additional  standard  deducnon  allowed  for  being 
blind,  and  the  standard  deducnon  of  S2.500  00  allowable  to  a  married  person  filing  a  separate 
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return  are  not  included  in  determining  the  minimum  filing  requirements. 

PAYMENTS:  Returns  are  due  15  April.  Military  personnel  on  active  duty  outside  the  United 
States  are  allowed  the  same  automatic  two-  month  extension  of  time  for  filing  the  return  as 
allowed  for  Federal  income  tax  purposes  provided  a  statement  is  attached  to  the  State  return 
indicating  service  outside  the  United  States  on  the  15th  of  April  (or  other  due  date). 
Pre-payment  of  tax  is  made  through  withholding  or  by  payment  of  estimated  tax  or  payment 
with  extension.  Payment  of  any  tax  not  prepaid  through  withholding,  extensions,  or  estimated 
tax  is  due  when  return  is  filed.  North  Carolina  income  tax  was  withheld  from  military  pay  of 
service  members  whose  home  of  record  is  North  Carolina  (July  1977).  Estimated  income  tax 
must  be  filed  if  the  service  member's  net  tax  (tax  due  less  tax  withheld  and  any  tax  credit)  is 
S500  or  more.  Estimated  tax  payments  are  due  on  or  before  15  April,  June,  September  and 
January. 

FILING  EXTENSION:  To  receive  an  extension  of  time,  both  the  extension  application.  Form 
D-410,  and  the  total  tax  expected  to  be  owed  must  be  paid  by  the  onginal  due  date  of  the 
return.  Form  D-410A  may  be  filed  for  an  additional  extension  of  time. 

TAX  AUTHORITY:  State  of  North  Carolina,  Department  of  Revenue,  Income  Tax  Division, 
P.O.  Box  25000,  Raleigh,  North  Carolina  27640-0001.  Information;  1-800-222-9965,  Forms. 
1-800-451-1404. 


153 


NORTH  DAKOTA  -  1993 


STATE  LAW:  North  Dakota  Century  Code  Chapter  57-38 

DEFINITION  OF  RESIDENT:  North  Dakota  Century  Code  Section  57-38-01  (6)  provide  that 
a  resident  for  North  Dakota  income  tax  purposes  means  (1)  any  person  domiciled  in  North 
Dakota  or  (2)  any  person  not  domiciled  in  North  Dakota  who  maintains  a  permanent  place  of 
abode  within  North  Dakota  and  spends  in  the  aggregate  more  than  seven  months  of  the  income 
year  within  North  Dakota. 

Note;  The  seven  month  rule  does  not  apply  to  individuals  in  the  U  S.  Armed  Forces  due  to 
the  residency  provisions  of  the  Soldiers'  and  Sailors'  Civil  Relief  Act. 

FILING  REQUIREMENTS:  Every  resident  who  is  required  to  file  a  Federal  individual 
income  tax  return  must  file  a  North  Dakota  individual  income  tax  return  This  applies  to  an 
individual  serving  in  the  U.  S  Armed  Forces  even  though  the  individual  is  stationed  outside 
North  Dakota  (including  overseas) 

Every  nonresident  who  derives  any  gross  income  from  North  Dakota  sources  and  is  required 
to  file  a  Federal  individual  income  tax  return  must  file  a  North  Dakota  individual  income  tax 
return. 

Gross  income  from  North  Dakota  sources  -  For  purposes  of  the  nonresident  filing 
requirement,  gross  income  from  North  Dakota  sources  includes  (1)  compensation  for  services 
performed  in  North  Dakota,  (2)  income  from  a  trade  or  business  earned  on  in  North  Dakota, 
(3)  income  from  tangible  property  located  in  North  Dakota,  and  (4)  any  other  income  having  a 
source  in  North  Dakota. 

Except  where  denved  from  a  trade  or  business  earned  on  in  North  Dakota,  gross  income  from 
North  Dakota  Sources  does  not  include  in  interest  or  dividend  income,  nor  does  it  include 
pensions  or  annuities 

Filing  Status  •  The  filing  status  (i  e .  Single.  Mamed  Filing  Joint,  etc  )  must  be  the  same  as 
that  used  for  Federal  income  tax  purposes  Exception  -  In  the  case  of  mamed  persons  where 
one  spouse  ins  a  North  Dakota  resident  and  the  other  spouse  is  a  nonresident  of  North 
Dakota,  separate  North  Dakota  returns  must  be  filed  even  though  a  joint  Federal  return  is  filed 
If  this  exception  applies.  Schedule  SF  must  be  obtained  from  the  North  Dakota  tax  authority, 
completed  as  instructed,  and  attached  to  the  separate  North  Dakota  return! s) 

WmCH  fgRM  lQ.liS£  North  Dakota  income  tax  law  provides  two  methods  of 
computing  an  individual  income  tax  liability  They  are  implemented  on  Form  37-S 
(short-form  method)  and  Form  37  (long-form  method) 
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Important  •  The  two  methods  are  governed  by  different  law  provisions  and  will  produce 
different  tax  liabilities.  All  individuals,  whether  residents  or  nonresidents,  may  use  either 
form.  The  North  Dakota  tax  authonty  strongly  advises  taxpayers  to  calculate  the  tax  on  both 
forms  and  compare  the  results  to  determine  which  method  yields  the  lowest  tax  liability  This 
advice  applies  even  though  taxpayers  may  qualify  for  one  or  more  of  the  adjustments  and 
credits  on  Form  37  Taxpayers  may  file  the  form  showing  the  lower  tax  liability 

Nonresidents  must  also  complete  Schedule  NR  and  attach  it  to  either  Form  37-S  or  Form  37 
(Note:  If  Form  37  is  used  by  a  nonresident.  Schedule  3  must  also  be  completed  and  anached 
to  Form  37 ) 

TAX  COMPUTATION  The  tax  computation  and  the  tax  rates  are  different  under  the  two 
methods  available  to  individuals 

Form  37-S  -  Under  this  method,  the  tax  liability  is  computed  by  multiplying  the  Federal 
income  tax  liability  (before  any  Federal  income  tax  credits  are  subtracted)  by  14%  A  credit  is 
allowed  for  income  tax  paid  to  another  state 

Form  37  •  Under  this  method,  the  tax  liability  is  computed  by  starting  with  Federal  taxable 
income,  making  certain  state  adjustments  to  it,  and  applying  the  tax  rates  below  to  the  result 


Taxable  income 

Rate 

First  $3,000 

2  67% 

Next 

10,000 

8  00 

Next 

2,000 

4  00 

Next 

10.000 

9  33 

Next 

3,000 

5  33 

Next 

15,000 

1067 

Next 

7.000 

6  67 

Next 

50,000 

12  00 

In  addinon  to  a  credit  for  income  tax  paid  to  another  state,  a  number  of  other  income  tax 
credits  are  allowed  on  Form  37 

DUE  DATE;  A  calendar  year  return  must  be  filed  by  Apnl  1 5  A  fiscal  year  return  must  be 
filed  by  the  fifteenth  day  of  the  fourth  month  following  the  close  the  tax  year  The  tax  must 
be  paid  in  full  by  the  due  date  of  the  return 

Note:  An  extension  (whether  automatic  or  applied  for)  to  file  a  Federal  individual  mcome  tax 
return  is  automatically  recognized  for  North  Dakota  income  tax  purposes 

STANDARD  DEDtCTlQN  QR  ITEMIZED  DEDUCTIONS  Same  as  Federal 

PERSONAL  AND  DEPENDENCY  EXEMPTIONS  Same  as  Federal 

CAPITAL  GALNS  AND  LOSSES  Same  as  Federal 
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MILITARY  PROVISIONS  Individuals  serving  in  the  U  S  Armed  Forces  who  are  residents 
of  North  Dakota  are  treated  the  same  as  other  residents  of  North  Dakota  regardless  of  where 
the  military  persons  are  stationed.  North  Dakota  income  tax  law  follows  Federal  income  tax 
law  with  respect  to  what  is  taxable  and  nontaxable  income.  Any  special  income  exclusions 
allowed  under  Federal  income  tax  law  are  recognized  for  North  Dakota  income  tax  purposes 

The  following  adjustments  to  Federal  taxable  income  are  allowed  to  residents  on  Form  37: 

1  Up  to  $1,000  of  active  duty  military  compensation  or  compensation  for  attending 
periodic  training  for  drill  and  instruction  as  a  member  of  the  National  guard  or  of  a 
reserve  unit  of  the  U  S  Armed  Forces  may  be  excluded 

2  Except  for  field  grade  and  general  officers,  an  individual  in  the  U  S.  Armed  Forces  who 
IS  stationed  outside  the  United  States  (including  the  District  of  Columbia)  for  at  least  30  days 
may  exclude  up  to  $300  of  compensation  received  for  each  month  or  a  fraction  of  a  month 
while  on  acbve  duty  at  such  location. 

3  Up  t  $5,000  of  military  retirement  benefits  which  are  taxable  on  the  Federal  return  may 
be  excluded  if  the  individual  is  at  least  50  years  of  age  The  taxable  amount  of  the  retirement 
benefits  or  $5,000,  whichever  is  smaller,  must  be  reduced  by  any  Social  Security  benefits 

received 

Note;  The  U  S  Supreme  Court's  decision  in  Davis  vs.  Michigan  has  no  impact  on  North 
Dakota.  Except  for  highway  patrol  officers,  police  officers,  and  firefighters  who  may  take 
the  same  limited  $5,000  retirement  benefits  exclusion  allowed  to  Federal  retirees  (including 
military  retirees),  state  and  local  retirees  in  general  are  not  allowed  to  exclude  any  pan  of 
their  retirement  benefits  from  North  Dakota  income  tax. 

Note:  The  above  adjustments  are  allowed  only  on  Form  37  (long-form  methodV  No 
adjustments  are  allowed  on  Form  37-S 

DESERT  SHIELD  AND  DESERT  STORM  PROVISIONS  All  income  excluded  for 
Federal  income  tax  purposes  is  similarly  excluded  for  North  Dakota  income  tax  purposes  The 
due  date  for  filing  a  return  and  payment  of  tax  is  extended  to  3  months  after  returning  to 
North  Dakota  or  the  extended  Federal  due  date,  whichever  is  later,  however,  if  not  returning 
to  North  Dakota  after  leaving  the  combat  zone,  the  extended  Federal  due  date  applies  No 
penalty  or  interest  will  apply  dunng  the  extension  period  Examination  and  collection  actions 
are  suspended  for  a  similar  penod 

The  1993  North  Dakota  Legislature  passed  House  Bill  1389  This  bill  provides  for  the 
payment  of  additional  compensation  by  the  State  of  North  Dakota  to  eligible  active  duty 
members  of  the  United  Slates  Armed  Forces  for  service  in  the  Persian  Gulf  War.  or  for 
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service  in  the  armed  conflicts  in  Grenada,  Lebanon,  or  Panama.  Application  for  the 
additional  compensation  must  be  made  to  the  North  Dakota  Adjutant  General's  Office.  The 
additional  compensation  is  exempt  from  North  Dakota  income  tax  and,  to  the  extent  included 
in  federal  taxable  income,  may  be  excluded  in  computing  North  Dakota  income  tax  on  Form 
37-S  (Short  Form)  or  Form  37  (Long  Form). 

TAX  AUTHORITY:  Office  of  State  Tax  Commissioner,  State  Capitol,  600  East  Boulevard 
Avenue,  Bismarck,  North  Dakota  58505-0599  Phone:  (701)224-3450. 
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STATE  LAWS  Chapter  5747,  Ohio  Revised  Code,  as  enacted  by  Am. 
Sub.  H.B.  475,  Laws  1971. 

TAXPAYERS:  An  annual  tax  is  levied  on  every  individual  Ohio 
resident  or  nonresident  earning  or  receiving  income  in  Ohio.  The 
levy  of  state  income  tax  does  not  prevent  a  municipal  corporation 
from  levying  a  tax  on  income. 

FILING:  All  taxpayers  are  required  to  file  an  Ohio  income  tax 
return  unless  the  retirement  income  credit,  senior  citizen  credit, 
dependency  exemptions,  or  reciprocal  agreements  eliminate  the  tax 
liability.  Husband  and  wife  must  file  using  the  same  method  as 
used  for  Federal  income  tax  purposes,  i.e.,  if  a  joint  Federal 
return  was  filed,  a  joint  Ohio  return  must  be  filed;  if  separate 
Federal  returns  were  filed,  separate  Ohio  returns  must  be  filed. 

MILITARY  PROVISIONS:  (1)  Service  members  who  are  legal  residents 
of  Ohio  but  maintain  an  abode  in  another  jurisdiction  are  subject 
to  Ohio  taxation.  Sec.  5747  01(I)(2)  bases  residence  on  the 
number  of  days  per  year  which  an  individual  lived  in  Ohio  as  his 
place  of  abode,  but  does  not  pertain  to  service  members  or  other 
individuals  who  are  domiciled  in  Ohio  for  that  year  (Special 
Instruction  No.  8,  31  July  1972);  (2)  There  are  no  special 
exemptions  for  service  members  who  are  POW/MIA  (or  their  spouses). 
However,  military  compensation  excluded  from  Federal  Adjusted 
Gross  Income  is  not  taxable  in  Ohio,  (3)  Pay  of  retired  service 
members  who  have  elected  to  forfeit  a  porhon  of  their  retirement 
pay  to  provide  an  annuity  for  their  survivors  and  the  survivor's 
annuity  are  treated  the  same  as  under  the  Internal  Revenue  Code, 

(4)  Disability  retirement  pay  (to  the  extent  it  is  excluded  from 
Federal  Adjusted  Gross  Income)  is  excluded  under  Ohio  law; 

(5)  Filing  requirements  for  military  members  are  the  same  as  other 
Ohio  taxpayers  generally  Service  members  who  have  been  granted 
an  "undue  hardship"  for  Federal  purposes  are  also  granted  an 
extension  for  Ohio  purposes.  "Undue  hardship"  extension  is 
granted  until  six  months  after  termination  of  service  (extension 

IS  granted  only  upon  application  and  approval  by  the  Federal 
authonties)  Service  members  stationed  overseas  may  have  an 
automatic  extension  of  180  days  after  return  to  the  United  States 
A  request  for  Federal  Automatic  Extension  extends  Ohio  filing 
dates  and  local  dates 
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DESERT  STORM  PROVISIONS:  Ohio  follows  federal  law  for  pay 
exemptions,  extensions,  and  other  specific  tax  provisions. 

RESIDENTS:  Resident  includes  the  estate  of  a  decedent  who,  at 
death,  was  domiciled  in  Ohio,  and  certain  trusts  if  the  settlor 
or  decedent  was  domiciled  in  Ohio  at  death,  when  the  trust  was 
created,  or  when  the  trust  became  irrevocable.  (Trusts  are  not 
taxable.  Letter,  Ohio  Department  of  Taxation,  11  February  1972). 

TO  BE  USED  FOR  TAXABLE  YEARS  ENDING  ON  OR  AFTER 
JANUARY  I,  1988,  BUT  PRIOR  TO  JANUARY  1,  1993 

0  -  $  5,000  $  .743%  of  Ohio  taxable  income 

5,000  -  $  10,000  $  37. 15  +  1.486%  of  excess  over  $  5,000 
10,000  -  $  15,000  $  111.45  +  2.972%  of  excess  over  $10,000 

15,000  -$  20,000  $  260.05  +  3.715%  of  excess  over  $15,000 

20,000  -  $  40,000  $  445.80  +  4.457%  of  excess  over  $20,000 

40,000  -  $  80,000  $1,337.20  +  5.201%  of  excess  over  $40,000 

80,000  -  $100,000  $3,417.60  +  5.943%  of  excess  over  $80,000 
over  $100,000  $4,606.20  +  6.9%  of  excess  over  $100,000 


TO  BE  USED  FOR  TAXABLE  YEARS  ENDING 
ON  OR  AFTER  JANUARY  1,  1993 

0  -  $  5,000  $  .743%  of  Ohio  taxable  income 

5,000  -  $  10,000  $  37.15  +  1.486%  of  excess  over  $  5,000 

10,000  -  $  15,000  $  111.45  +  2.972%  of  excess  over  $  10,000 

15,000  -  $  20,000  $  260.05  +  3.715%  of  excess  over  $  15,000 

20,000  -  $  40,000  $  445.80  +  4,457%  of  excess  over  $  20,000 

40,000  -  $  80,000  $  1,337  20  +  5.201%  of  excess  over  $  40,000 

80,000  -  $100,000  $  3,417  60  +  5.943%  of  excess  over  $  80,000 
100,000  -  $200,000  $  4,606.20  +  6  9  %  of  excess  over  $100,000 
Over  $200,000  $11,506.20  +  6  9  %  of  excess  over  $200,000 

INCOME:  (of  an  individual  is  defined  as  follows)  ••  Ohio  taxable 
income  is  Federal  Adjusted  Gross  Income  less  adjustment. 

Subtract  —  ( 1 )  Interest  or  dividends  on  obligations  or  secunnes 
of  the  United  States,  its  territories,  mstrumentaiities  and 
possessions  that  are  taxable  under  the  Internal  Revenue  Code  but 
not  taxable  under  state  income  tax  laws,  (2)  Amount  of  a  state  or 
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municipal  income  tax  refund  which  is  included  in  Federal  Adjusted 
Gross  Income  as  a  result  of  itemizing  deductions  on  the  federal 
income  tax  return,  (3)  Disability  benefits  received  from  an 
employee  disability  and  survivorship  plan  paid  as  the  result  of  a 
permanent  or  presumed  permanent  physical  or  mental  impairment  by 
which  you  are  unable  to  engage  in  gainful  employment  for  which 
qualified  by  training  and  experience,  or  as  survivorship  benefits 
paid  as  the  result  of  the  death  of  a  covered  employee  This 
deduction  may  not  be  claimed  for  payments  which  otherwise  qualify 
as  retirement  or  pension  benefits  or  as  a  temporary  wage 
continuation  plan;  (4)  Gains  that  are  specifically  exempt  from 
taxation  by  the  State  of  Ohio  received  from  the  sale  of  Ohio  state 
or  municipal  bonds,  such  as  Ohio  public  facilities  commission 
bonds,  (S)  Employers  may  deduct  the  amount  of  wage  and  salary 
expense  not  otherwise  deducted  for  federal  tax  purposes  because  of 
the  targeted  jobs  tax  credit  for  taxable  years  beginning  in  1980; 

(6)  Legislation  has  been  enacted  that  allows  all  amounts  of  Social 
Security  old  age  benefits  and  Tier  I  and  II  Railroad  Retirement 
income  which  are  included  in  Federal  Adjusted  Gross  Income,  as  a 
deduction  on  the  Ohio  return,  (7)  Interest  or  interest  equivalent 
on  Ohio  public  obligations  and  Ohio  purchase  obligations;  (8)  Gam 
from  the  sale,  exchange,  or  other  disposition  of  Ohio  public 
obligations;  (9)  For  tax  years  beginning  in  1990,  deduct  the 
increase  in  the  value  of  nonrefunded  tuition  credits  and 
supplemental  tuition  credits  in  excess  of  the  purchase  price  to 
the  extent  the  increase  is  included  in  the  Federal  Adjusted  Gross 
Income.  In  general  it  is  a  college  savings  program  that  allows 
Ohio  citizens  to  send  their  children  to  college  later  at  today's 
tuition  cost.  If  you  want  to  know  more  about  the  Ohio  Guaranteed 
College  Tuition  Trust  program,  please  call  1-800-589-6882  or 
1-614-752-9200,  (10)  For  tax  years  beginning  in  1993,  you  may 
deduct  a  refund  or  reimbursement  of  an  expense  you  onginally 
deducted  on  a  pnor-year  Federal  income  tax  return  as  an  itemized 
deduction  if  the  following  conditions  are  met  (a)  The  refund  or 
reimbursement  was  included  in  your  Federal  Adjusted  Gross  Income 
on  your  Federal  income  tax  return,  (b)  The  expense  for  which  you 
were  refunded  or  reimbursed  was  deducted  as  an  itemized  deduction 
on  Schedule  A  of  a  pnor-year  federal  income  tax  return,  IRS  Form 
1040,  (11)  For  tax  years  befinning  in  1993,  deduct  the  repayment 
of  income  reported  in  a  pnor  year  if  the  following  three 
conditions  apply,  (a)  For  Federal  income  tax  purposes,  you 
claimed  an  itemized  deduction  on  Schedule  A  of  your  1993  Federal 
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income  tax  remm  for  the  amount  repaid  or  you  claimed  a  tax 
credit  on  your  1993  federal  income  tax  return  based  upon  the 
amount  repaid  and  (b)  The  repayment  has  not  otherwise  reduced  your 
Federal  Adjusted  Gross  Income  for  any  taxable  year  and  (c)  In  the 
year  that  you  received  the  income  it  did  not  qualify  for  either 
the  resident  or  nonresident/part  year  resident  tax  credits  on 
Schedules  C  or  D  of  your  Ohio  income  tax  return,  (12)  For  tax 
years  beginning  in  1993,  if  you  were  self-employed,  you  may  be 
entitled  to  deduct  a  portion  of  the  amount  you  paid  during  the 
taxable  year  for  health  insurance  coverage.  Do  not  claim  this 
deduction  if  you  or  your  spouse  was  eligible  to  participate  in  a 
health  insurance  plan  maintained  by  your  employer  or  by  your 
spouse’s  employer. 

Add  “  ( 1 )  Income  on  obligations  of  states  and  political 
subdivisions  thereof,  other  than  Ohio  and  Ohio  local  government 
secunties  or  obligations;  (2)  Income  on  Federal  obligahons 
exempt  from  Federal  tax  but  not  from  state  income  tax,  (3)  Losses 
on  Ohio  public  obligations. 

DEDUCTIONS:  Ohio  taxable  income,  except  the  above  adjustments,  is 
computed  with  no  other  deductions.  See  "CREDITS". 

EXEMPTIONS:  All  residents  and  nonresidents  are  allowed  an 
exemption  of  $630  for  the  taxpayer,  spouse,  and  each  natural 
dependent.  Taxpayers  may  also  claim  an  additional  $20  credit. 

CREDITS 

JOINT  FILING  CREDIT:  A  credit  for  taxpayers  filing  a  joint  return 
is  available.  The  maximum  amount  on  the  joint  filing  credit  is 
$650.  The  joint  filing  credit  is  taken  from  the  amount  of  tax 
otherwise  due,  and  the  following  percentages  are  used: 

If  the  Ohio  Taxable  Income  is  The  Credit  for  the  year  is 


$25,000  or  less 

20% 

25,001  to  50,000 

15% 

50,000  to  75,000 

10% 

75,001  or  more 

5% 
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To  qualify  for  this  credit,  each  party  on  the  joint  return  must 
have  an  Ohio  Adjusted  Gross  Income  of  $500  or  more,  not  including 
dividends,  interest,  royalties,  rents,  or  capital  gains; 

SENIOR  CITIZEN  CREDIT:  Taxpayers  65  or  older  prior  to 
January  1,  1994,  are  allowed  a  credit  equal  to  $50  per  return; 

LUMP  SUM  SENIOR  CITIZEN  CREDIT:  Taxpayers  65  or  older  who 
received  a  lump  sum  distribution  from  a  pension,  retirement  or 
separation  from  employment  are  allowed  a  credit  equal  to  $50  times 
the  expected  remaining  life  (taxpayers  electing  this  credit  are 
not  entitled  to  claim  the  $50  Senior  Citizen  credit  on  this  return 
or  any  future  year's  return); 

RETIREMENT  CREDIT:  The  following  chart  is  to  be  used  to  determine 
the  credit  amount  for  retirement  income,  included  in  the  Federal 
Adjusted  Gross  Income.  This  income  must  have  been  received  on 
account  of  retirement. 

AMOUNT  OF  RETIREMENT  INCOME  INCLUDED  CREDIT  FOR  THE 


IN  FEDERAL  ADJUSTED  GROSS  INCOME  TAXABLE  YEAR 

$500  or  less  $  0 

Over  $500  but  not  more  than  $1,500  $  25 

Over  $1,500  but  not  more  than  $3,000  $  50 

Over  $3,000  but  not  more  than  $5,000  $  80 

Over  $5,000  but  not  more  than  $8,000  $130 


Over  $8,000  $200 

LUMP  SUM  RETIREMENT  CREDIT:  Lump  sum  distribution  must  have  been 
received  on  account  of  retirement  (See  attached  worksheet); 

CHILD  AND  DEPENDENT  CARE  CREDIT:  You  are  entitled  to  credit  if 
your  Ohio  Adjusted  Gross  Income  is  less  than  $40,000  and  if  you 
made  qualified  payments  for  child  and/or  dependent  care 
(Instructions  available  from  Ohio  Dept,  of  Taxation); 


BUSINESS  CREDITS:  If  you  own  or  operate  a  business  or  if  you  have 
invested  in  a  partnership  or  a  sub  "S"  corporation,  you  may 
qualify  for  business  credits,  such  as  the  qualifying  property  used 
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in  manufacturing  credit,  the  export  sales  credit  and  the  new  jobs 
tax  credit.  (To  obtain  the  necessary  forms  needed  to  claim  these 
credits,  please  call  1-800-282-1780  or  614-846-6712); 

MISCELLANEOUS  CREDITS:  (1)  Amount  of  Ohio  income  tax  otherwise 
due  on  adjusted  gross  income  of  nonresidents  that  is  not  allocable 
to  Ohio;  (2)  Amount  of  Ohio  income  tax  otherwise  due  on  adjusted 
gross  income  of  a  resident  that  is  subject  to  income  tax  in 
another  state  or  District  of  Columbia. 

PAYMENTS:  Return  and  payment  in  full  due  on  or  before  15  April. 
Amounts  shown  to  be  due  of  one  dollar  or  less  need  not  be 
remitted,  nor  will  refunds  be  issued  in  the  amount  of  one  dollar 
or  less.  Declarations  of  Estimated  Tax  are  required  if  estimated 
tax  in  excess  of  withholding  can  reasonably  be  expected  to  exceed 
$300.  Declarations  are  due  on  or  before  the  15th  day  of  the 
fourth  month  of  the  tax  year.  A  payment  of  at  least  one-fourth  of 
the  estimated  annual  tax  must  accompany  the  declaration.  At  least 
a  similar  amount  must  be  paid  on  or  before  the  1 5th  day  of  the 
sixth  and  ninth  months  after  the  beginning  of  the  tax  year  and  the 
first  month  of  the  following  tax  year.  No  waiver  exists  for 
failure  to  file  returns.  While  penalties  exist  only  for  willful 
neglect,  interest  is  required  by  statute  and  may  not  be  waived. 

NOTE:  NONRESIDENTS  OF  OHIO  BUT  STATIONED  IN  OHIO: 

If  you  are  a  nonresident  of  Ohio  but  stationed  in  Ohio,  and  have 
earned  income  other  than  military  pay  from  either  your  outside 
employment  or  spouses  employment  in  Ohio,  this  income  is  subject 
to  Ohio  taxation.  You  must  use  the  same  filing  status  for  Ohio 
purposes  as  used  on  the  corresponding  federal  return.  Where  a 
joint  federal  return  is  filed,  the  Ohio  return  must  reflect  the 
total  federal  adjusted  gross  income  figure.  Your  military  pay  can 
be  used  to  compute  a  nonresident  tax  credit.  Schedule  D,  of  the 
IT- 1 040.  The  military  pay  of  a  nonresident  serviceman  is  no 
longer  a  deductible  item  in  arriving  at  Ohio  Adjusted  Gross 
Income. 

SCHOOL  DISTRICT  INCOME  TAX:  See  attached  listing. 
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RETIREMENT  INCOME;  Since  Ohio  law  does  not  differentiate  in  the 
tax  treatment  of  retirees,  Davis  v.  Michigan  did  not  require 
corrective  legislation. 

TAX  AUTHORITY:  State  of  Ohio,  Department  of  Taxation,  Columbus, 
Ohio  43215.  (614)  433-7777  For  taxpayer  assistance  and  requests 
for  forms:  (614)  346-6712. 

DIRECT  CORRESPONDENCE  TO: 

OHIO  DEPARTMENT  OF  TAXATION 
TAXPAYER  SERVICES 
P.O.  BOX  2476 

COLUMBUS,  OH  43266-0076 

OR  PHONE: 

1-800-282-1782 
(614)  846-6712 
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1991  OHIO  LUMP  SUM  RETIREMENT  INCOME  CREDIT  WORKSHEET 


S8N:  _ _ _ _  ! 

W  sn  IndMdual  neosiyea  a  lump  diMibutton  on  accowtl  of  nMlrament  tha  tRxpcysr  may  ba  enffitod  to  claim  a  ‘lump  sum  nstfremcnf  I 

income  eradit".  To  bo^Sglbte,  Ih®  dlatrlbutloft  moat  baa  queUfed  lump  aum  aa  dafriad  by  brtemal  Revenue  Coda  Secflpn  402(a)  (4).  end  ^  | 

iaaM  a  ponton  of  too  diatributiofi  imiif  be  Included  in  Padaral  Adfuafad  Qitwa  tocoma  (PAGI)  on  llna  1  of  toe  taxp^r^  Ohio  Income  Ta*  1 

Return,  Porni  rT-10«lL  j 

SECTIOM I  •  ANSWei  THE  FOLLOWINQ  QUESTlONt  TO  OETERMWE  IF  YOU  ARE  EUOIBLE  TO  CtiAIM  THE  LUMP 
SUM  RCnREMENT  INCOME  CREDIT: 

1.  WaatoadlstrtbglJonreoBlvodonaecounlofratirwnafitT  _ _ 

2.  Was  toa  lump  timi  ittatrlbulad  from  a  quaMad  amployae  banaAt  plan  (panalon.  proflt-aharlng,  stock  bonus, 

Keo^lRC40l{k),STOS.PER8.8ER8)7  _ 

a.  Was  the  dte^lfautton  mad#  from  all  of  toa  antoloyat’aquallflad  plana  of  one  kind  In  which  toa  employee  had  tun^?  _ 

4.  Wee  toe  dlstributksn  fi«r  the  full  amount  oraditod  to  the  employee?  i  ______ 

5.  Wae  toe  dietrtoution  paid  within  eatoQletex  year?  _ _ 

a  WaeeNhartoeMnpfoyaeapenielpantinthapiantorSormorataxablayeambetoratoetaxyaarcrfthe 

ditoributiont^  was  toe  dlelribullon  made  bacauee  the  emptoyae  died?  _ 

7.  Wes  at  least  a  portion  efthadlsirlbulion  Included  in  Pedarat  Adfualsd  Qroaa  income  on  llna  1  of  your  Ohio  Income 
Tax  Return?  j  - - 

IF  YOU  ANSWERED  NO  TO  ANY  OF  THE  ABOVE  QUESTIONS,  YOU  DO  NOT  QUAUFY  FOR  THIS  CpEOIT.  DO  NOT 
COMPLETE  THE  REST  OF  THIS  FORM. 

NOTE:  If  ftx  Federal  purpoeaa  you  used  Form  4972,  Special  S  or  l6>Yaar  Avarening  Method,  to  report  aH  a;  pad  of  the  lump  non 
diatrl  button,  that  portion  taxed  on  Form  4072  la  not  Indudod  In  Federal  A^ueted  Qfoaa  Ineofna.  Thsratora,  It  la  not  Indudad  in  line  1  of  the 
Ohio  IT-1040 and  cawiot  be  uaadtooomputothe  lump  aura  radramantlnootnactaOLONodoaanotraquIraVtoamount'rafloctodon  Form 
4072  to  ba  added  back  to  toa  Ohio  return.  | 

SECTION II -HOW TO  FIQURE TNI UUMPfUMREnraniENT INCOME  CREDIT:  | 

I 

A.  1.  Amount  of  Lump  Sum  that  Is  toNiidad  In  FAQI  - ! - 

i  Taxpayaf*saQaetttoandoftoatoxyaaroftoadlatrlbudon.  i - 

1  LJN»e(pactor)eyfroaiAnrtoHyTablaa(8aorswafaa)basodonlina2  1 - 

4.  DMda  One  1  by  Ina  S  - ^ - 

5.  fladrernerdlnoomaCradniromC^atOtTatolas  (sea  rawsrsa)  baaed  on  line  4  amount  - 1 - 

If  A  LUMP  SUM  AND  AN  ANNUAL  RETIREMENT  ARE  RECEIVED  AND  APPEAR  IN  FAOt,  STOP  HEBE  AND  GO  TO 
PARTS  I 

6.  Lump  Sum  ItoflramantCradH  (llna*  dmas  **#8)1  EntorIhleAmourrt  Oh  Iffta - ,fr-l040  j  . 

IFTHE  LUMP  SUM  RETtNEMENTCREOrr  EXCEEDS  THITAX  DUE,  AFTER  ALL  OTHER  CREDITS,  COMPLETE  UNE  7; 
OTHERWISE.  STOP  HERE.  ! 

7.  Future  RetlraflMnl  Credit  Cvryovar  to  Bubaaquarrttuyaani 

(A)  UnaSorlne12(C}Areount  _ 

(B)  ONo  Tex  Due  after  Other  Credita  _ 

(Q  UnisadCfedK(7A)-7(B).ll«ero(0)of  leBa.etophere  _ 

(D)  Une  3  minue  1  Year  _ _ 

®  Future  Rsdtamani  Credit  OarT>weff7(o)  + 7(d)  ;  . 

a  LUMP  AND  ANNUAL  RETIRUMSCT 

8.  Annuel  RedrementtoallBlnoludedlnFAai  ' 

a.  Una  4.  Sacllon  If.  amount  _ 

ia  UoatptoallnaO  _ 

11.  RatfratnantlnecmaCradW  bom  Credfttalato  (baaed  on  Una  10  Amount)  _ 

12.  Una  fl.  Sacdon  II  amount  _ 

(A)  Llti*l2tlmaallnaa,«ac*onlLlaaat  Year  _ 

(B)  Une  11  Antount  - - 

(Q  RettrementCredP  (12(A)  +  12(B).  Enter  totaemount  on  ana - .17-1040 

(To  determlna  tr  toara  It  any  Rearamant  Credit  Canyow,  sea  ana  7.  Saettoh  11) 

Vtha  tump  ewiiratoaiBaallacmaacrada  la  aaadtoltoanBraty.irelutitfSlurspeiMifallraiBanlkiaamacracRI  or  eamialratfrafiwnl  Income 

eiadi  oaa  Iw  akEtrrwl  oo  tov  future  ratarn  to  which  Ihto  laqitor«  N  4  P^>  (SMPdn  WE)  m  at  toa  OMa  nmdsad  CMtoL 
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RETIREMENT  INCOME  CREDIT  TABLE 

Amount  of  quantylng  r*(lrem«nt  Income  Retirement  Income  credit 

received  and  Included  In  federal  adjucted  for  the  taxable  year, 

grota  Income  during  the  taxable  year. 

ecoe y.iUvw  wwt  iivn  iiiuia  uiMit  eOtUUU  $50 

Over  $3,000  but  not  more  than  $5,000  $  80 

Over  $5,000  but  not  more  than  $8,000  $180 

Over  $8,000  $200 


UNISEX  TABLE  ORDINARY  UPE  ANNUITIBS  ONE  UFE  ^  EXPECTED  RBTURN  MULTIPLES 
(THta  Lire  amnuitv  tabui  is  to  ea  ueco  poa  oiemietmcwe  rcceivgo  {Ujon  aptxr  july  i.  imh 


AOB 

MULTIPCe 

ABC 

MULTIPLE 

ACE 

MULTIPLE 

S 

76.6 

42 

406 

79 

10.0 

6 

75.6 

43 

30.6 

60 

9.5 

7 

74.7 

44 

38.7 

61 

18 

8 

73.7 

45 

37.7 

62 

1.4 

0 

72J’ 

46 

36.6 

63 

7.8 

10 

71.7 

47 

336 

64 

7,4 

11 

7a7 

46 

346 

65 

12 

66.7 

49 

34.0 

66 

86 

13 

86A 

50 

33.1 

67 

11 

14 

674 

51 

326 

66 

17 

15 

664 

33 

316 

■9 

13 

16 

664 

S3 

3a4 

90 

id 

17 

64.6 

54 

296 

01 

4.2 

IB 

634 

65 

2&a 

92 

4.d 

IB 

624 

66 

27.7 

93 

4.1 

30 

61.6 

57 

266 

64 

l4 

21 

804 

66 

266 

95 

34 

22 

696 

69 

210 

86 

23 

66.0 

60 

246 

87 

34 

24 

664 

61 

213 

96 

3X1 

3S 

67.0 

69 

226 

99 

24 

2a 

ita 

63 

216 

100 

2.71 

27 

66.1 

64 

206 

101 

26 

54.1 

es 

200 

102 

24 

se 

63.1 

09 

196 

103 

2.11 

30 

624 

87 

114 

104 

1.9 

31 

514 

68 

17.9 

100 

t.B 

32 

604 

69 

166 

106 

16 

33 

496 

70 

186 

107 

16 

34 

466 

71 

166 

106 

14 

36 

476 

72 

146 

toe 

1.1 

36 

484 

73 

lie 

110 

1.0 

37 

4&4 

74 

136 

111 

6 

38 

44,4 

•  75 

126 

112 

4 

SB 

434 

79 

116 

113 

.7 

40 

426 

77 

116 

114 

.6 

41 

416 

78 

106 

116 

.3 
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Ohio  public 
school  district 
numbers 


\0A£O  COL'^l'V  MiJSM) 

AiUes*  Caini>*C%i4  VtSimf  Lcol  iD. 

ALLEN  COLTtTT  (Tliae^;  232.100 
Allan  Cut  Ual  SH. 

BautocilSJ)  . . 

Blomnn  K»  Vit  S  O.  . 

Dalphe*CltyA3 . . 

BiJa  I«»l  S.D.  . . . 

UmaOiTlD. _ .... 

.Aaty  S.D  ....._„ 

ShaaiiM  Local  S23.  .... 

’  Spnsanr^  Local  SJL  . 


ASHLAND  COL’yrV  (IWa 

AaklindasySD.  _ _ _ -  ..  iwi 

HillMxJa  Local  3.0.  _ _  ....  OSffl 

‘  L(niiKnirtl«>l^n7tv<^  Ea.  VIL  3  0. . . 0333 

Mifiksm  Local  iJX  . . . . 03M 

A5HTABL1.A  CtHJWTY  CPbaoai  ST*.5e23) 

Ai.>Mi9ati  Am  CkrSJX _ 0*01 

BucIot*  Loail  SJD _ 0*02 

Ceanaut  Ana  Citr  S  D.  . .  .  —  .  0403 

Oaaawa  Ana  Cliy  JjA  _ 0404 

Cftad  VAby  Local  XV.  _ _ 0*CD 

IcffiMoa  Ana  Ltxal  S  J>  .  — . _ _  0408 

Pyanraiitu  VaHey  Local  3  J  _ 0*07 


ATaSna  COWTV  (Fkaaa  S«V«013 

AtowiOar  Local  ID. . 

Alkaia  3I>.  .... 
f adanl  Hodbaa  Local  3.D, 


itelow  IS  4  Ust  of  the  idemification  numben  of  all  pubUc  school  distrietj  u,  Ohio,  linicr  rhe  num¬ 
ber  of  the  school  district  where  you  live  on  the  fnwt  of  the  form.  Each  district;  is  listed  under  the 
county  in  which  its  largest  pan  is  located.  Do  not  osc  noo-pablic  or  joint  vocadoaal  school 
districts. 

If  you  do  n<s  know  the  public  school  district  in  which  you  live,  ptease  call  the  nearest  county  or 
city  school  office  whose  phone  number  is  listed  below. 


.0301 

.o«a 

.0303 


Naboaeito-YaiV  Cky  sa 
*  TnabtaLamSJ}. 

AUCLAtZS  COtCTTY  (Ffeaaat  TSS^MU) 

Mlouaf  Local  Si) _ _  .... _ 0001 

Nm  Bmaaa  Local  SJ3.  -  _ _  0002 


New  CaeamUe  Lseal  XV. 
SaiBt  Steyi  CiQr  AD. 

«  Wapafeoacti  Ory  SA  . 


'  WariHalVW.O«i>aa  LocH  SJ3. - 

aOJKOtrT  COCNtT  (naat:  SH-tm) 

aanwnllhi Sa.  V  L  LO.  _ _ 

3aU*ici  Qt»  iD. _ 

Bndaapoe  la.  VH.  SD. . 

Mvm  PatTjr  City  Sa  _ _ 

SMnMt  Local  lO.  _ _ 

SLC&a^-CicftlMi  Oty  SJ3. 

UcioB  Local  SJ3. 


—  3003 

_ 3004 

_ 0303 

—  0000 


BJtowNCOwmr 

BMem  Local  SJX  ... _ 

Fiyeaa<raa-F«TT  Local  &22 .... 
OeocaBowa  Ek.  Vil.  S21i 
BlplarUiitoiaLawtt  Load  ao. 
Wcawa  hai’a  UaaS  5  J. _ 


rMJIri 


_<noi 

_O703 

_070J 

0704 

- 0703 

- 070* 

_ 0707 


.OBI 


.OSOQ 


,_o*or 
—  OMS 


Binun  CtWNTV  mam  MT-dTin 

EdaraaoU  C.  y  UO. - - 

PSm  city  SD - 

Ranlllaa  Oqr  SJJ - 

Lafcea  Local  3D.  . . ... 

•  Madjaa  Uoia  SXt _ 

MiditaowaCby  SD.  _ 

«  Now  OliBal  Local  SDk 
SmLooalED. 


.0403 

.mot 


TalaweaAt  eSqr  3J>  - 

CAJtaotx  cOLserv  (fw:  afs-im 
Brewa Local SJ3.  ...  ,,  ■ 

Candhaalbc.  V4.  liX 


narw 

_ 390S 

_ 0909 


.1001 

.Koa 


COAMTAICN  COOrnr  CPfteaB  40J39H 
aakoaLooilLa - 1(01 


Ntartaaaajhaiam.  va.SJ>. 

•  tnad  Local  SJd. 

tMaaaCwBJX - 

•  WaatUkanT  SNata  Local  SD 


CLAJtXCOtBrTYtrhoar  33f^ff7I) 

Mad  that  OmaLaaaltJX _ 

TocaawaA  Local  LP. 


_ iim 

.  1103 

.  no* 
,  lias 


Local  s  o. 


.231 
.  ixa 
.  1309 


NorSwaumi  Local  S  O.  .. 
*  Saotheaewn  Lwal  SD. 
SpnasfttldOqrSO  ...... 

^pboslteld  Local  &D - 


- i2n* 

. . lies 

- I?06 

1207 


ajCBMONT  COUNTY  (Pfaaaa:  7SMU4) 

Batar.a  Local  $.D. _ — 1101 

BRM-TMeLaeMSa _ IJCQ 

Clenaaat-Nenlaauam  IjkiI  SD. _  ■  1303 

NtlciCy-ninldla  Local  SD.  _ liO* 

•  Gcaliag  Lout  SD  _  —  ■  .  1303 

SfiUwdEx.  Vn.  3D. - 130# 

Now  tirtiaina#  Ba.  ViL  SDl  _ _ 1307 

Woa  CUnxna  L<cb1  S2L  _ _ 1308 

WlllimatanLoaaSJl. - ]3tB 


CLINTON  cowry  onkm  saau  331) 

Kiartiaiwr  Local  fi.O _ _ 1401 

CIntfai-Mmla  Local  SD.  . ... _ 1402 

Baa  Okaa  Local  SC _ 1403 

WilieViiaia  City  3D.  _ 1*0* 

CDLCMBUNA  COUNTY  iFtiem  AM^Hn) 

Baarn  Lcctl  SD. _ 1301 

CalinSiMafl*.  VU.  J.D  _ _ 1502 

>  Craemw  Local  SB. - 1303 

OaM  LimpcotCky  SB  .  1304 

BaaPaliMiaaCaySD. _ 1305 

LcenaaEL  ViLjj). _ 1300 

Uibeala.ViLSD, _ UOT 

SabM  Oat  SDl . . tSOt 


•  MiMjaum  Viltey  Local  S5. - I9QS 

•  Ttl-VUIa|s  Lncal  SD, _ _ _ _ _ _ 1406 

VartaiilM  Ea.  vj.  S  D.  .....i _  _ _  ..  |?07 

tl«fTA.NCX  COWTT  QnSrac  7S^291I) 
Ayara.Ulol«allD.  .  . . . . .  JflCl 

•  CiBSn]  Local  SD. - - - - 2002 

•  Oenaaea  OljrSD  . . . .  2003 

•  ineSmllc  Ba.  Vd.  SD - - -  .  - iflo* 

Nnftwatsm  Local  SD.  _ _ _  2003 

DSLAWAU  ODQITY  (TWl  944.7990) 

Bis  WtlBor Local  SDl  - 1 - 2:CI 

'  Buckaya  Valley  Looi  S.D.  h..'.. - — _ _ DC2 

ONswweCItySD. - ^ _ 2103 

OkMaiiy  Local  S.D,  . . . 2:04 

EKIZ  COUNTY  Thoaa:  £99.4274) 

aBttla.)t4iiaa  Local  9.D _ i _ 

Karan  CUy  SD.  _ _ _ _ _ _ 

Xetlaya  laUad  Local  S.D  ....i . . 

Macman  local  SD _ [. _ 

Fadnaa  Local  SO.  _ _ . . 

SaadiQliy  Cky  3D. _ i _ 

VaaBuSoa  Lo^  3D,  _ _ 


-  2201 

. . . .  2202 

- 2203 

. . 22W 

- 2305 

- 3206 

. . .  mi 


Soadani  Laetl  SD. 

*  UalM  Local  SDt. 
WaUnOa  LocN  3D.  . 


_ 1300 

1510 
.1311 


coaaocTtm  COUNTY  (TSMti  ia:>‘29id) 

CoataoM  a^SDi - IdOl 

KiilFwoad  Load  SD.  . . .  Idm 

Um  Vin  Local  SD. _ _ _ IdOS 


OtAWrOBD  COVTOT  (rbam 
■  BadiayaCaaH  Local  SD - 


tuaycuaChy  5Dl 
Ookml  OowAori  LaeN  SD. 

OaiemBa.vi.SD - - 

OaBaaOnSD 


WyaftrtLacalSD.  . . . 

CXTAJROOA  COUNTY  (Fhami  Sd*J0S«) 

Bay  V«^  City  sa  _ _ 

riaidOiySD. 

ICtoSh. 

Tuiv. 


BcmOnrlD _ 

•taataoUMMenawl 


1701 

JTOB 

IND 

170* 

1703 

1736 


INI 

ina 

ISOO 

1104 


rADUOLO  Cfsuvrv  <SS^Slla) 
AawaSa-naaacaiali  LocA  3D.  2301 

BaawUaioaLac4lSD. _ j. _ _ 23UZ 

atom  Cans  Local  SO.  - - 2303 

*  FauficM  Dnlea  Load  S.D.  - . . 230* 

LomawrCby  sa - - »23Q3 

*  UtiBty  UtaoB-Tkarmo  LocalS  O.  _ _ 230d 

*  Keiariapea  Loom  SD - 4 _ 1S07 

WalM'naoaaMpLocalSD  I _ 130S 

VAYNITS  COV74TY  (Fho4: 33SJ«1«> 

MhaaHNaaLocMSD.' . .) _ 3401 

WiaMRsm  Cmi  Heia*Ciiy|SD,  2*01 

nUANKUN  COUNTY  tnwm  44I-3f7S«) 

BaakyOly JDl  - - u--. - - 2SU1 

*Caaal  wiaetwBMrLfioalSa  i . .  2502 

CofcaaiawChySD - —I _ 2J<S 

DiAlia  cay  ID.  - - i _ _ 23 13 

GahaBaoiMAaioD  CUy  SJX  ..i... _ _ 2$06 

OtwAriav  HrittaOv  5-D.  4~- — 2304 

Ofovapon  Mafea  LocM  S.O.| . 2307 

-  2303 

.2310 
.DM 
.2509 


HwdbMLesalSD.  . 

HMiad  Cby  SD. _ 

naMLiaaiia _ 


Braaldya  Oiy  sa 


rlMsIaa  CUy  9.0.  ^  1109 

- j«r? 

CiasDaMl*»a.VS  ID. - - - 1 _ ISOS 

~  ■  lOtylD - 1109 

OavalMd  ab.-UaiT.  Kai  CUySiX _ ItiO 


C*yei[«i  TMtiBi  Uaal  sa 


.  ISII 
.  ISU 


Samb-WaatMa 

^SiSS 

SVkMWlCbTSD. 

W<mka««a  C»y  XV _ - 

ruiTOH  COUNTY  mMMi  ios-iDTO) 
AirSibcdd  Aaia  LooA  SD 


.2311 

.2312 

.2514 

.UI3 

.2516 


loddCbySa 

tSl3  < 

*  BvatspmLeaiSD. - - - - 

_ 3603 

.  oam 

Owftte  Haiste  Cky  SO. 

IIM 

*  nMH  toeil  8.0* 

VMnrfHB  flMMl  1  n 

2603 

_ ooo 

. .  JI16 

PteDataa-Ycirti  Loaal  5D  _ _ .... 

SwaniBB  Local  SD.  ■  ; 

_ looa 

—  2606 

_ om 

Latoante  CUy  SD. 

- ISI7 

SS^lWslWCBySa 
M^^NdCUyaa 
TaetttObBMBdOtySD. 
74006  Rayatoa  09  SD. 

aadMIaC  '  ~ 


■09  sa 
OnapiCliySa 
PtnoaCky  sa _ 


fHalsblMLoealSD. 
KoekyUatrOnrSO.  ... 
Steirwiim^sa 

SohiaOqila  - - ... 

Seatt  eacttdJ.ra*U  Cty  SD 

StraiiOMaaCipMSDi _ 

Waameitla  Oty  sa 


B1.VU.  SD.  . 

GALLU  COUNTY  (Yhaaa:  4k-7ia3) 
OaNUCoua^r  Laoal  SD. 
....Oa«M<CBySD  _ 

OIAVBA  COUNTY  maw:  ^•2232) 
*  Bafts&m  Lool  SD  .1— ........L.— 

Caniieal  Local  SO.. 


.  3607 


LomI  SD  ... 
LonalSa  — 
SD 


...  3«6l 
_ 2900 

_ aos 

_ 2ioa 

..2903 


Otyl 

DABn  cousm  maaaa  J4M91S1 
'  AawalaLacalTa 


hBailMLecal  SD 
«  TVnkla  »4oana  Local  SO. 
*  Qiata*d1a  Cky  9D  _ _ 


_ 1901 

_ isoer 

_ ISOS 

.  ISO* 


Haaawy  LoadSO _ _ _ _ _ 2*09 

Waal  OMOSa  Laaal  3D.  - - - - 2807 

~  CknrsoooNrrmaaaisn-om) 

Baamoatk  Local  so - ; —  - 2901 

•  Cite  car  UeUSD. _ - 2»« 

•  Mte»  Cto  SD  - - - - - 29(H 

•  QnaoaalowUte  SD . : - 290* 

SusarataaB  Local  SD . . ..i - 2905 


•SafeGoidblrtcIt 


I M  lo  aflVcl  hr  MS 


24 
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.Vmii  D. . . . . . . _2IXX5 

i  aJow  Sf!5iR,^j  Ex  Vil.  S.D . .  . . ^907 

Gummsy  ooumTr  (P&swt  oj-ssss) 

liuitsvise  CUy  SX> . . . yi^n 

liaa  G^'areny  L.»ul  S  D . . . . .„..J0Ql 

Rclfina  Hilii  i-ocsl  S.D . .  , . ...J003 

a^MO-TOi^  COUNTV  CPfcn«*^7a.32O0) 

ancfcncJCa  CiQ-  S.D _ JIO) 

I>*i  i’ait  CccunKoirr  Oty  3  D. _ ..._ . .JlCQ 

Rcaeytowo  Uxa3  S.D . — . .....3103 

3Hj4i  Locd  SD _ 3104 

Wmtoa  Wood*  Ory  5.0  -  <ifv< 

iBiStB  mi  Ei.  Vi!,  SJ3  _ _ _ 3!Q6 

IJiclOiBil  aty  S.D _ 3107 

Lovdwd  Qly  S.D. .  _ . 3108 


Maciatra  Q»  S.D . . . . 

Mmaffiont  Cliy  .SD . . . . . 

Wciatt  KtalAy  Diy  SDi _ _  .. 

Nortli  Cbih«a  HUI  Oty  8.0 .  . 

-.3100 

- 3MQ 

— 3:n 
—..1112 

NoitiiareM  Local  3.0 _ _ - . . 

.....J113 

Nanuooi  Cfcy  SD...-_ _ _ _ 

Oa  HjIU  Load  SD. . . . 

. 

PrtoaoQ  Clry  S.D _ 

Reading  Oomaamtiy  Oty  SD.  _ 

. . 5116 

...3117 

SoatXwtal  Local  S.D.  - . . 

._3118 

SL  Bantard.Sda'Cad  Place  Ciiy  SD  . . 

Syctoora  Coamsunliy  Ooi  SD . . . . 

tiuee  Riaoi  Locd  S.D _ _ _ 

WyoaBlfuOty  8.D..  . . . . . 

...5119 

.....3120 

. -3121 

. 3122 

1  • 

HANCOCK  COCNTY  (PhMM:  412^7$^ 

\  ^  D  .  . 

Artintam  Local  S  D.  -  - 

Cery4tjnrain  Leal  SD— . . 

PmA*(n«y4.n . -  . . 

_ 

_...3M3 

.....3204 

Litacty-Boian  Local  S.D -  ... 

XtoCoanA  Load  3.0...  . . . . 

- 3206 

. 5306 

vn  lUyga  I  lyjt  .30  . 

.. -  77177 

Vaa)na  l  «eai  8  n 

..-.3301 

HAXDCN  COUNTY  (PhiBM:  C74.32lt) 

AdaBa,  VIJD - 

Hadin  Huttart  Lccil  3,0.  ■  ,  ,  ■ 

. 3301 

..^yn 

Kmob  Cky  SD.. . . - . . 

- 3303 

•  RUioemLoal  SJO. - J30* 

at««(Uli  Lnol  SO.  _ _ _>330S 

Uppor  ScxMo  VtDay  Lool  S.D - 

I  HASJUSON  CCK;TfrT  {tWe  sallow 

"  Cooono«  V»ilej  Umon  Laetl  SO . .  ..__340l 

ftvriBa  Will  6.7  SO. _ _ 3401 

letNBY  CXWNTY  (TVwr  sn-lKI) 

*  h<4im  tool)  ao. _ _ — ...isgi 

*  Pnick  Hasy  Local  S  O . .  . . 3504 

HTCHLjkNO  CXJITITY  (Hutm; 

BrialK  Local  SO - - - J«3l 

PiljflaW  Lool  S.D _ _ _ 3(02 

GremfiaJd  Bi.  Vil  SO. _ 3«03 

•  HUbim  atf  S.D._ . . . . . . . . J60« 

Lynchbwt'Cugr  Local  80 . . . . J605 

HOCIOnO  COUNTY  fTkOW:  SI34S173 
Lo(>i>-Hc>dba8  Local  S.O.  - . . . — . 3701 

HOUMBS  COUNTY  CfUmi  <74-l»4H 

EaflHoimet  Local  SO . . . 3801 

Waat  Holmai  local  J.D . . 3S(U 

HU1U3N  CIX^STY  UNMat  CaS-lCM) 

fliSmaifitonn  ifiii 


LAXE  COUNTY  (Piwsst  357-0553^ 

Piirptw  Htfhcr  Bi  Vil  SO _ ....  aifti 

KlnUad  Local  SO. . . . . 

Uadlaoo  Local 

Manw  Bit  VH  S.D. _ 4304 

PciacayOa  Chy  Local  SO,  ..™.....~_..-_«_..X3ll5 

NbicrWlle  Toanuhip  Local  S.D . „.4306 

VWry  Lata]  80 - >4307 

WeUifte  CSiV  S  D _ _ ...~.._.._,430t 

WtUciu«bbr«anlil;c  07  S.D..^ _ ^JOO 

I.A  WHENCE  COUNTY  (Duaia;  533-4321) 

Chftapcate  Uoiaa  Ea.  ViL  5.a  — . ....440] 

DawaM-Siyui  Local  SJD. _ _ _._44in 

Huilaul  Lo^  8.Di _ _ ~......_..__/4403 

Icouan  C37  SO. _ >t4<V4 

HbcIi  Hm  Local  HR  . . 4405 

faiick  PaiM  Local  S.D... . 4406 

lynuaay  VaDoy  Lofal  SO.  -...~..™..„_-.«4407 


UCXIW:  COCYTY  OPbaiM}  349-8aM) 

GrtavJa  B*.  V«.  S.D. _ _ 

Hcadi  Qty  S.D _ 

toliu^oaia-McauDa  Local  S  O, — . 

LakEiatnd  Local  S.D . . . 

Ucki*8  Nfiiita  Local  SO. _ 

Uddaj  Vatby  Local  SO. _ 

>lactb  ftdc  L^  S.O. _ 

MoclMdaa  Local  S.D _ 

'  Soatrrai  Lckiqg  Local  SO - 


_ .4501 

. .4508 

_ 4503 

- 4504 

— .4505 


LOOLN  COUNTY  {Hum:  S»9l515S) 

BcCcfoatmc  City  SO - - — 4601 

XaniaaBtB  LoMr  Local  SD - - - - - . .>4601 


_ 4605 

..  .  AMU 

LOKAJM  COUNTY  CPkaea:  523-7518) 
AwiaeaKa.  VH  $D. 

470! 

Avoo  L«ks  Qq  S.D.  - - 

_ 4702 

4701 

Clcarviav  Local  SD. .  .  .— 

4704 

1  era.  C  n  .  .  .  _ 

_  4703 

-aa-aa-iTOi 

4707 

.4708 

4709 

aiA.L«.  r'«,t  *  ri 

.  a7in 

Koch  KidKvillc  Cky  S.Q.  .  _ 

_ _47)l 

Obartto  diy  S.D 

_ 4712 

ShcflkM-abefliald  Laka Cby  S  O. ...... _ 4713 

*  WeHtmiao  Ex.  VtL  SO - 4715 

IDCAS  COWTY  (Pbaa«  34E415*) 
AntcOv.WtiM  LogaLAP.  <801 

Oltnai  Ub  Lceal  SO. _ 4104 

9prticAcid  Local  SO - .—4105 

SMvaait  City  SO - 48« 

lotela  Oty  SO - 4807 

Wulncloo  Local  S.D. - - - 4101 

IIADUON  COUNTY  <YbMK!  tSM174)’ 

}|ffuMU  Local  5.O. - ...,..——>801 

loaartMiAlllCT  Local  SO. - 4803 

LMafcoOolO—. _ 4803 

Waitlana  Plaiaa  Loob  S  D _ _ _ 4404 

MiLHQNlNC  CX3lK{Y(PtMai4:  7tt-34n) 

Agaciiauwn  Lool  S.D. . . . . — 5001 

Boartaaa  Lonl  SO _ .5003 

CaianMI  CHj  3  D . 5003 

CaaSU  Local  SO. - 3004 


WadiaartiCi^SO. _ '. . 

i;«rcs  COUNTY  (Yh<»»t  9n-SS921 

Bmen  iMsd  S.D _ ..._t _ 

MaiM  Local  5.13, _ _ _ _ 

Soodim  Local  S.D . . . . 

MmiCEm  COUNTY  (Pboats  5«*.(M2ao 
OaUsa  Oiy  S.O _ _ _ 

*  OoldaiMBr  Ea  VtL  SO  - - - - - - 

Marfaa  Local  SO - - - 

Partmwy  Local  SD... - * . 

*  Port  Hacotaay  Uieal  8  O . . . . 

St  Hany  CcturatMaisd  Loch  SO. - - 

MUM  COUNTY  (Fhaaw:  BSl-MT) 
Be^  Local  SO. _ i— _ 

*  Biadftrt  Ba.  VtL  S  D . . . 

CovanalOB  Ea.  Vil.  SO.  ...................... 

*  SflaralEaat  Local  S  D . .i _ 

Mihoa-UBoa  Ba.  Vii  S.D.». _ _ 

*  Nflaaa  Loo4l  SD - - - - 

*  nooa  CUy  5.D. . . . 

aty  S*.  vu.  S.D — . . . 

TToyCl^  50 . . . . . 

MONSOS  COUNTY  CPbaae:  473-SMl) 
SwitBcdaBd  cl  OUo  Load  50. _ _ 


MOinCOMUY  COUNTY  CPiMani 
Btoolradle  Local  SO — . . . . . 


CMtlcnlUo  Chr  S.IX  .........1. - - - 

OntoB  Oty  SD. _ _ _ 

Habia  07  sD - i - 

llAMOa  lownahip  Local  SD. 

ICaia»io*atySD - - - 

MtdHiacrLotalSO - 1 . 

Mlasaabac  Oty  S.D. _ — i.— ... 

Nca  LataDoo  Local  SO _ : . 

KoithaNai  Qiy  SD _ - > _ _ — 

NooIbWb  Local  SO . . . . 

Oakiaooa  Qly  SD.  - ... 

TTiaiioaii.Mid|jtai  QwSD.L- _ _ — 

■  Valay  Vbw  Local  S.11 _ . . 

Vwtf^u-todat  07  SO _ - 

Wmi  CusoUioa  Oiy  SD. _ f,,..— 


323^81 

. . J70] 

. . 5703 

_ 5703 

_ 5715 

_ J7CM 

- 5705 

. 5706 

_ 5707 

. . 5701 

_ 5700 

_ 5750 

_ 3711 

_ 3712 

. . 5713 

_ 5714 

_ 5716 


MOaCAM  COUNTY  OHMitn  80.23177) 

MiMfi*  Local  S.D . ......4-........— .—...5801 

ViOBBOW  COUNTY  (nioat;  94«-7a7f) 

Cir4ugkaiJJ7Joln  Local  Sli . — ..._5901 

•  HlioliBd  I  ■NttI  •  D. . ..J9CJ 

^  ...  ..,......mw,...*....S003 

'  i-jcaJ  :>  I* .  . „,,...5904 

••  ,  u  . . . . ..wuvl 

k*  .  5.KjuS.!>  —.5001 

”5: . 6003 

TH-Vallay  Local  k _  6004 

Wot  M^igaj Lcctl  8.D. _ 6003 

Zaacrrilk  SD _ L . . . 60C6 

NOM  COUNTY  (PVtae:  732-3W4) 

CiMtfcB  Ea.  Vn.  5.0 . 1 . - . — 6101 

NcbtoLccaiaD. _ ; . - . -...6102 


OTTAWA  COUNTY  IPhaat^:  888.1318) 

BiBi0BOaT0l1-S4l*iii  Local  S.O - ... 

OBabaty  Laal  SD — ..J.— — . ...,_ 

OaooaAica  Local  SD.  - . ^ . - . - . 

Middli  3ib  Local  S.D - ; . 

NmU  Him  Local  SD— . . - _ _ 
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STATE  LAW;  Oklahoma  Stats  Ann  Title  68  Sec.  2351  et  seq. 

TAXPAYERS.  Residents  who  had  gross  income  or  gross  receipts  in  an  amount  sufficient  to 
require  the  filing  of  a  Federal  income  tax  return  Residents  having  income  from  property 
located  in  and  business  conducted  in  Oklahoma;  interest  and  dividends;  compensation  for 
personal  services,  regardless  where  earned.  Nonresidents  having  income  from  any  property 
owned  or  business  conducted  in  Oklahoma,  or  from  compensation  earned  (except  military)  in 
Oklahoma  having  gross  income  of  $1,000  or  over. 

FILING;  See  "TAXPAYERS"  If  these  requirements  are  met  an  Oklahoma  income  tax  return 
must  be  filed. 

MILITARY  PROVISIONS:  (a)  Service  members  who  are  legal  residents  of  Oklahoma  but  who 
maintain  a  permanent  abode  in  another  jurisdiction  are  taxed  as  residents  subject  to  the  military 
pay  exclusion.  Under  this  exclusion,  the  first  $1,500  received  from  the  United  States  as 
military  compensation  is  deductible  from  Oklahoma  adjusted  gross  income.  Nonresident 
service  members  are  not  subject  to  Oklahoma  income  tax  on  their  military  compensation.  This 
(nonresident)  exemption  is  not  applicable  to  other  compensation  earned  in  Oklahoma.  Income 
earned  in  Oklahoma  by  the  spouse  of  a  service  member  stationed  in  Oklahoma  is  subject  to 
taxation;  (b)  Income  of  service  members  or  civilians  who  are  POW/MIA  (and  their  spouses)  is 
exempt  from  taxation.  If  tax  has  been  paid  on  such  income,  it  is  refundable;  (c)  Disability 
retirement  pay  and  nondisability  retirement  pay  (subject  to  $1,500  exclusion)  is  treated  the  same 
as  under  the  Internal  Revenue  Code;  (d)  Contributions  to  the  Retired  Serviceman's  Family 
Protection  Plan  (RSFPP)  are  treated  the  same  as  under  the  Internal  Revenue  Code. 

DESERT  STORM  PROVISIONS:  Oklahoma  applies  the  same  military  income  exclusions 
allowed  by  federal  law.  In  addition,  activated  National  Guard  and  Reservists  receive  an 
additional  $400  exclusion. 

RESIDENTS;  Any  person  domiciled  in  Oklahoma  and  any  other  person  who  maintains  an 
abode  in  the  State  and  spends,  in  the  aggregate,  more  than  seven  months  of  the  tax  year  in  the 
State.  Time  spent  on  vacarions  or  tops  for  health  or  business  out  of  the  State  will  be 
considered  time  spent  in  the  State  once  a  place  of  abode  in  the  State  has  been  established. 
INCOME  EXCLUSIONS:  Same  as  under  the  Internal  Revenue  Code. 

RATES:  Tables  unavailable  at  time  of  publication.  Contact  Oklahoma  tax  authority  for  rates. 
Generally,  married  couples  filing  joint  Federal  income  tax  returns  must  file  joint  Oklahoma 
income  tax  returns.  An  exception  exists  in  the  case  where  only  one  spouse  is  a  resident  and  a 
joint  Federal  tax  return  was  filed.  In  such  cases:  (1)  the  resident  spouse  may  file  a  separate 
Oklahoma  tax  return  and  the  adjusted  gross  income  as  reported  in  the  Federal  return  may  be 
allocated  between  them;  or  (2)  the  nonresident  spouse  may  elect  to  be  taxed  as  a  resident  and  a 
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joint  Oklahoma  return  may  be  filed. 

DEDUCTIONS:  Itemized  deductions  as  reported  on  the  Federal  income  tax  return  will  be  the 
same  for  Oklahoma  tax  purposes.  Individuals  who  do  not  itemize  on  the  Federal  return  are 
allowed  the  larger  of  $1,000  or  15%  of  Oklahoma  adjusted  gross  income,  not  to  exceed  $2,000; 
if  married  filing  separate  returns  the  larger  of  $500  or  15%  of  Oklahoma  gross  income,  not  to 
exceed  $1,000.  In  addition,  the  Oklahoma  income  tax  law  provides  for  an  individual  taxpayer, 
at  his/her  option,  to  compute  Oklahoma  tax  by  either  one  of  two  methods.  If  Method  I  is  used 
the  taxpayer  may  not  deduct  the  accrued  Federal  income  tax. 

EXEMPTIONS:  Individual  exemptions  are  allowed  in  the  amount  of  $1,000  each  beginning  1 
January  1982. 

CAPITAL  GAINS  AND  LOSSES:  Same  as  under  the  Internal  Revenue  Code. 

CREDITS;  (a)  Tax  paid  by  residents  to  other  states  on  income  for  personal  services  also 
taxed  by  Oklahoma,  not  to  exceed  that  proportion  of  Oklahoma  tax  that  compensation  subject 
to  taxation  in  other  states  bear  to  Oklahoma  adjusted  gross  income;  (b)  20%  of  the  Federal 
credit  for  child  care  which  is  reduced  by  prorating  the  basis  of  Oklahoma  adjusted  gross 
income  to  Federal  adjusted  gross  income.  A  copy  of  Federal  Form  2441  must  be  attached  to 
the  Oklahoma  income  tax  return  to  obtain  this  credit  and  taxpayer  must  be  an  Oklahoma 
resident  or  part-year  resident  filing  jointly. 

PAYMENTS:  Return  and  payment  in  full  due  15  April.  Persons  whose  tax  liability  can 
reasonably  be  expected  to  be  SI 00  or  more,  in  excess  of  taxes  to  be  withheld  from  wages,  must 
file  a  Declaration  of  Estimated  Tax  and  pay  the  first  installment  on  15  April,  the  second  and 
third  installments  on  15  June  and  September,  respectively,  and  the  fourth  on  15  January  of  the 
succeeding  taxable  year.  If  the  income  tax  return  is  filed  and  taxes  due  paid  on  or  before  3 1 
January,  the  payment  of  the  installment  due  15  January  is  waived. 

There  is  no  provision  in  the  income  tax  law  for  the  forgiveness  of  delinquent  taxes.  If  a 
military  member  discovers  that  returns  for  prior  years  are  due,  he/she  should  promptly 
correspond  with  the  Oklahoma  Tax  Commission,  Income  Tax  Division.  On  an  individual  basis, 
penalties  and  interest  may  be  waived. 

TAX  AUTHORITY:  Oklahoma  Tax  Commission,  Income  Tax  Division,  2501  Lincoln 
Boulevard,  Oklahoma  City,  Oklahoma  73194.  Tax  Information;  (405)  521-3125  Tax  Forms: 
(405)  521-3108  Tax  Refund  Status;  (405)  521-3146 
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STATE  LAW:  Oregon  Revised  Statutes.  Chapters  305,  314  and  316. 

TAXPAYERS.  Every  resident  who  is  required  to  file  a  Federal  income  tax  return;  and  every 
nonresident  who  has  income  from  Oregon  sources. 

FILING:  An  Oregon  income  tax  return  must  be  filed  by:  (a)  Any  resident  who  is  required  to 
file  a  Federal  income  tax  return  for  the  tax  year,  or  has  Federal  net  income  of  more  than  $600 
if  single  or  more  than  $1200  if  married;  (b)  Any  nonresident  whose  Federal  gross  income  from 
Oregon  sources  is  more  than  $600  if  single  and  $1200  if  married;  (c)  Any  individual  seeking  a 
refund  of  Oregon  taxes  withheld;  (d)  Any  individual  charged  with  the  care  of  the  estate  of  an 
Oregon  decedent  (i.e.,  executor,  administrator  or  surviving  spouse);  or  (e)  Any  individual,  who 
in  the  judgment  of  the  Department  of  Revenue,  should  file  an  income  tax  return. 

MILITARY  PROVISIONS;  (a)  Unless  you  meet  the  three  nonresident  requirements  (see 
"RESIDENT"),  Military  personnel  who  are  residents  of  Oregon  are  subject  to  tax  on  their 
military  active  duty  pay,  however,  the  first  $3,000  of  such  pay  is  subtracted  from  adjusted 
gross  income;  (b)  Nonresident  military  members  are  not  subject  to  tax  on  their  military  pay  but 
are  subject  to  tax  on  any  other  income  earned  in  Oregon.  Military  personnel  who  enter  the 
armed  forces  from  Oregon  do  not  lose  their  Oregon  residence  or  "domicile"  merely  by  being 
stationed  outside  of  Oregon.  However,  for  income  tax  purposes,  if  you  meet  certain 
requirements  you  may  be  considered  a  nonresident.  You  won't  have  to  pay  Oregon  tax  on 
your  military  pay.  But  if  you  are  still  considered  to  be  a  full-year  resident,  all  of  your  military 
pay  and  other  income  are  taxable  by  Oregon. 

For  the  tax  year  of  initial  draft  or  enlistment  or  for  the  tax  year  of  discharge  from  or 
termination  of  full-time  active  duty,  compensation  received  for  services  performed  outside  of 
Oregon  is  subtracted  from  adjusted  gross  income. 

DESERT  STORM  PROVISIONS;  Taxpayers  who  are  sent  out  of  Oregon  for  either  Operation 
Desert  Shield  or  Operation  Desert  Storm  have  additional  time  to  file  their  Oregon  returns. 

They  have  180  days  from  the  due  date  of  the  return  or  the  date  they  return  to  Oregon, 
whichever  is  later,  to  file  their  returns.  Taxpayers  should  indicate  in  red  at  the  top  of  the  tax 
return  that  they  are  filing  because  of  Desert  Storm  to  avoid  penalty  and  interest  for  filing  late. 
Interest  is  paid  on  refunds  due  to  Desert  Storm  from  the  due  date  of  the  original  return  instead 
of  45  days  from  the  due  date,  the  date  the  return  is  filed  or  the  date  the  tax  is  paid. 

Taxpayers  can  subtract  all  active  duty  pay  earned  outside  of  Oregon  from  August  1,  1990,  until 
the  taxpayer  returns  to  Oregon  or  until  the  President  declares  an  end  of  combat  activities. 
Taxpayers  may  also  claim  the  $3,000  active  duty  pay  subtraction  for  active  duty  pay  earned 
before  being  sent  out  of  Oregon  for  Desert  Storm  or  earned  after  returning  to  Oregon  from 
military  duty  associated  with  Desert  Storm,  up  to  the  amount  included  in  income. 


171 


OREGON  -  1993 


RESIDENTS.  An  individual  domiciled  in  Oregon  is  generally  an  Oregon  resident  unless:  (a) 
No  permanent  place  of  abode  was  maintained  in  Oregon  at  any  time  during  the  tax  year;  (b)  A 
permanent  place  of  abode  was  maintained  elsewhere  during  the  tax  year;  and  (c)  He  did  not 
spend  more  than  30  days  in  Oregon  during  the  tax  year.  To  qualify  as  a  nonresident  (for  tax 
purposes)  all  three  tests  must  be  met. 

An  individual  not  domiciled  in  Oregon  may  be  taxed  as  a  statutory  resident  if;  (a)  A  permanent 
place  of  abode  was  maintained  in  Oregon;  and  (b)  He/she  spent  in  the  aggregate  over  200  days 
of  the  tax  year  in  Oregon.  Such  person  is  presumed  to  be  a  resident  unless  he/she  can  prove 
his/her  presence  in  the  State  was  for  temporary  or  transitory  purposes. 

You  are  considered  a  nonresident  if; 

1.  You  don't  have  a  personal  residence  in  Oregon,  for  yourself  or  for  your  family, 
during  any  part  of  the  tax  year;  and 

2.  Your  personal  residence  is  outside  Oregon  during  the  entire  tax  year;  and 

3.  You  spend  less  than  31  days  in  Oregon  during  the  tax  year. 

If  you  meet  all  three  requirements,  your  military  pay  is  not  taxable  by  Oregon.  Income  earned 
by  your  spouse  outside  of  Oregon  is  not  taxable  by  Oregon.  You  owe  Oregon  tax  only  if  you 
have  income  from  an  Oregon  source. 

If  you  do  not  meet  all  three  requirements,  your  military  pay  and  all  other  income  is  subject  to 
Oregon  tax.  You  must  file  an  Oregon  individual  income  tax  return.  But  you  may  subtract  up 
to  $3000  of  your  active  duty  pay  from  Oregon  taxable  income. 

Oregon  income  tax  may  be  withheld  from  your  military  pay.  If  you  meet  the  three  nonresident 
requirements  listed  above,  you  should  file  for  a  refund  of  Oregon  tax  withheld. 

If  you  are  not  a  resident  of  Oregon  but  you  are  stationed  in  Oregon,  your  military  pay  is  not 
subject  to  Oregon  tax.  You  must  file  an  Oregon  individual  income  tax  return  only  if  you  or 
your  spouse  have  income  from  an  Oregon  source. 

INCOME:  In  general,  Oregon  income  is  based  on  Federal  adjusted  gross  income  (FAGI)  with 
the  following  modifications  and  adjustments: 

(a)  Social  Security  (not  taxable  by  Oregon) 

(b)  Interest  from  U.S.  Government  obligations 

(c)  Interest  on  Government  bonds  of  other  states 

(d)  Depreciation 

There  are  other  modifications.  Follow  the  instructions  in  your  Oregon  income  tax  booklet. 
Generally,  you  will: 

Subtract  —  All  items  included  in  Federal  adjusted  gross  income  which  are  not  taxable  by 
Oregon. 

Add  "  All  items  of  income  taxable  by  Oregon  but  not  taxed  or  included  in  the  Federal 
income  tax  returr,. 


172 


OREGON  -  1993 

NOTE:  A  Federal  tax  refund  is  not  taxed  by  (Jregon  unless  it  is  a  refund  of  tax  previously 
subtracted  on  an  Oregon  tax  return. 

DEDUCTIONS;  In  general,  itemized  deductions  are  the  same  as  Federal  as  they  existed  on 
December  31,  1990  with  the  following  exceptions; 

Oregon  tax.  Any  Oregon  tax  withheld  that  is  deducted  on  the  Schedule  A,  must  be  added  back 
to  income  on  the  Oregon  return. 

Special  Oregon  Medical  Deduction.  If  the  taxpayer  or  spouse  are  age  58  or  older,  they  may 
claim  all  of  their  medical  expenses  without  regard  to  the  7  1/2  percent  floor.  Their  deduction 
is  the  lesser  of  line  1  or  line  3  from  federal  schedule  A. 

Oregon's  Standard  Deduction  is  as  follows; 

Joint  return  ...  $3,000 

Single  ...  1.800 

Married  Filing  Separately  ....  1,500 

Head  of  Household  ....  2,640 

An  additional  standard  deduction  is  allowed  for  nonitemizers  who  are  age  65  or  over  or  blind 
as  follows: 

Joint  returns  and  Married  Filing  Separately .  51,000  per  exemption  per  person 

Single  and  Head  of  Household . $1,200  per  exemption  per  person 

COMPUTING  TAX; 

TAXABLE  INCOME:  RATE: 

For  persons  filing  Single,  or  Married  Filing  Separately 
Not  Over  $2,050  5% 

Over  $2,050  but  not  over  $5,150  $103  +  7%  of  excess  over  $2,050 

Over  $5,150  5320  +  9%  of  excess  over  $5,150 

For  persons  filing  Jointly;  Head  of  Household;  or  Qualifying  Widow(er)  with  Dependent  Child 
Not  over  4,100  5% 

Over  $4,100  but  not  over  $10,300  $205  +  7%  of  excess  over  $4,100 

Over  $10,300  5639  +  9%  of  excess  over  10,300 

CREDITS:  A  credit  of  $1 13  for  each  exemption  claimed  or  allowable  on  the  Federal  return  is 
allowed  (personal  and  dependent(s).  Also  Oregon  allows  an  additional  credit  of  $1 13  for  a 
taxpayer  and/or  spouse  who  is  severely  disabled  and/or  a  dependent  child,  age  17  and' younger, 
who  is  handicapped. 
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The  Oregon  credit  for  the  Elderly  or  the  Permanently  and  Totally  Disabled  is  40%  of  the 
allowable  federal  credit. 

The  Oregon  Child  Care  Credit  is  equal  to  a  percentage  of  the  qualifying  employment-related 
expenses  determined  for  federal  purposes.  The  percentage  decreases  as  federal  taxable  income 
increases.  The  credit  is  eliminated  for  federal  taxable  incomes  over  $45,000.00. 

Full  year  residents,  part-year  residents,  and  certain  non-residents*  can  receive  a  credit  for 
income  taxes  paid  to  another  state  to  the  extent  of;  (a)  That  portion  of  the  Oregon  tax 
applicable  to  mutually  taxed  adjusted  gross  income;  or  (b)  Income  taxes  actually  paid  to 
another  state,  whichever  is  the  lesser. 

New  for  1992.  The  taxpayer  must  claim  the  credit  on  their  nonresident  return  if  the  income  is 
taxed  by  both  Oregon  and  one  of  the  following;  Arizona,  California,  Indiana,  or  Virginia. 

PAYMENTS;  Return  and  income  tax  payment  are  due  April  15  or  the  following  Monday,  if 
the  15th  falls  on  Saturday  or  Sunday. 

Penalty  for  failing  to  file  an  income  tax  return  (or  failure  to  pay  tax  due)  is  5%  of  the  tax  due 
if  the  return  is  filed  within  three  months  from  due  date  of  the  return.  An  additional  penalty  of 
20%  (total  25%)  is  added  to  delinquent  tax  if  the  return  is  filed  after  that  period. 

A  special  penalty  applies  if  a  return  has  not  been  filed  for  three  consecutive  years  by  the  due 
date  of  the  third  return  required  for  the  third  consecutive  year.  The  penalty  is  100%  of  the  net 
tax  liability  on  each  of  the  returns. 

Interest  accrues  from  the  due  date  of  the  return  imtil  the  date  of  payment. 

As  of  June  1,  1982,  the  interest  rate  is  1.5%  per  month. 

As  of  August  1,  1986,  the  interest  rate  is  1.4167%  per  month. 

As  of  January  1,  1987,  the  interest  rate  is  1.3334%  per  month. 

As  of  January  1,  1988,  the  interest  rate  is  .9167%  per  month. 

As  of  January  1,  1993,  the  interest  rate  is  .6667%  per  month. 

ESTIMATED  TAX;  Generally,  the  following  people  may  need  to  pay  Oregon  estimated  tax; 

-  Wage  earners  who  don't  have  enough  tax  withheld  from  their  wages,  and  expect  to  owe 
$500  or  more  in  addition  to  the  tax  already  withheld  from  wages  may  need  to  pay 
estimated  tax.  You  have  two  choices;  (I)  increase  the  amount  of  withholding  from  your 
wages;  (2)  pay  estimated  tax  in  addition  to  the  usual  amount  withheld  from  wages. 

-  Self-employed  people  who  don't  have  Oregon  tax  withheld  from  their  income  and  expect 
to  owe  $500  or  more. 

-  Others  who  expect  to  owe  $500  or  more  and  don't  have  Oregon  tax  withheld  from  their 
income,  such  as  pensions,  interest  or  dividends. 
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HOW  TO  FILE  ESTIMATED  TAX;  Complete  an  Oregon  Estimated  Tax  Form  40ES.  Forms 
and  instructions  are  in  the  Oregon  Estimated  Tax  packet.  File  separately  or  jointly  with  spouse 
-  the  same  way  you  file  Oregon  income  tax  return. 

TAX  AUTHORITY;  Oregon  Department  of  Revenue,  Audit  Division,  Revenue  Building, 
Salem,  Oregon  97310.  Telephone  (503)  378-4988). 

TO  ORDER  TAX  FORMS;  Oregon  Department  of  Revenue  P.O.  Box  14999 
Salem,  OR  97309-0990  (503)  378-4988 
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When  this  publication  went  to  print,  the  1993  tax  information  was 
unavailable.  It  will  be  forwarded  under  separate  cover  once  received. 

STATE  LAW:  Tax  Reform  Code  of  1971,  Sec.  301  et  seq  (Title  72  P  S.  301  et 
seq)  Title  61  Pa.  Code  101.1  et.  seq. 

TAXPAYERS:  Resident  and  nonresident  individuals,  estates  or  trusts  on  the 
privilege  of  earning,  receiving  or  acquiring  eight  specified  classes  of 
taxable  income. 

FILING;  Individuals  who  receive  Pennsylvania  gross  taxable  income  in  excess 
of  S50  during  1993  must  file  a  Pennsylvania  Personal  Income  Tax  Return.  Also, 
you  must  file  a  return  if  you  incurred  a  loss  in  one  or  more  classes  of  income 
even  if  you  had  less  than  $50  of  taxable  income. 

ESTIMATED  TAXES:  When  Pennsylvania  taxable  income  not  subject  to  withholding 
can  be  expected  to  exceed  $2,500,  the  taxpayer  must  file  a  Declaration  of 
Estimated  Tax  and  pay  the  amount  due  in  equal  installments.  [See  PAYMENT 
section.] 

MILITARY  PROVISIONS:  (a)  Service  members  who  are  legal  residents  of 
Pennsylvania  at  the  time  of  their  induction  into  the  service  and  (1)  who 
maintain  no  permanent  abode  in  Pennsylvania,  (2)  maintain  a  permanent  abode  in 
another  jurisdiction,  and  (3)  spend  no  more  than  30  days  of  the  tax  year  in 
Pennsylvania,  are  considered  nonresidents  for  tax  purposes.  All  three 
conditions  must  be  met  to  be  considered  a  nonresident.  Pennsylvania  presumes 
that  servicemen  who  reside  in  barracks  or  bachelor  office  quarters  on  an  armed 
forces  base  or  on  a  ship  under  the  command  of  the  armed  forces  are  "not 
maintaining  a  permanent  place  of  abode  in  another  jurisdiction." 

a.  Military  pay  received  by  a  Pennsylvania  resident  while  not  on 
Federal  active  duty  or  not  on  Federal  active  duty  for  training  is  fully 
taxable  regardless  of  where  the  military  service  is  performed.  For  example, 
all  income  received  for  inactive  duty  while  attending  weekend  drills  is 
taxable.  Any  compensation  received  by  United  States  serviceman  serving  in  a 
combat  zone  is  not  taxable  (See  Desert  Storm  Provisions.  Infra.). 

b.  Income  received  by  a  Pennsylvania  resident  for  military  service 
performed  within  the  Commonwealth  is  subject  to  Pennsylvania  Personal  Income 
Tax. 


176 


PENNSYLVANIA  -  1993 


However,  income  paid  to  residents  by  the  United  States  Government  for 
active  duty  outside  Pennsylvania  as  a  member  of  the  Armed  Forces  is  not 
subject  to  Pennsylvania  personal  income  tax.  Reservists  and  Nahonal  Guardsmen 
ordered  to  active  duty  for  training  at  a  two  week  summer  encampment  pursuant 
to  Title  10  or  Title  32  of  the  U  S.  Code  are  presumed  to  be  on  federal  active 
duty.  The  taxpayer  has  the  burden  of  establishing  that  income  received  from 
military  service  outside  the  Commonwealth  was  earned  while  on  federal  active 
duty.  The  Department  of  Revenue  will  accept  as  proof  the  authority  section 
of  the  military  orders  directing  the  taxpayer  to  federal  duty  outside  the 
Commonwealth.  Military  pay  received  for  such  service  only  will  be  excludable 
from  compensation  if  the  active  duty  training  is  performed  outside  the 
Commonwealth. 

Under  the  Soldiers'  and  Sailors'  Civil  Relief  Act  nonresident  military 
persormel  who  are  serving  at  a  military  installation  in  Petmsylvania  are  not 
subject  to  the  income  tax  on  their  military  pay;  (b)  There  are  no  special 
provisions  for  military  persormel  who  are  POW/MIA  (or  their  spouses);  (c) 
Disability  retirement  pay  is  not  subject  to  state  income  taxes.  Nondisability 
retirement  pay,  like  all  old  age  or  retirement  benefits,  is  not  taxable;  (d) 

Neither  the  retirement  pay  of  a  servicemember  who  elects  to  forfeit  a  portion 
of  his/her  retirement  pay  to  provide  an  armuity  for  his/her  survivors,  nor  the 
survivors  annuity,  is  taxable;  (e)  Filing  requirements  are  the  same  as  for 
other  taxpayers. 

RESIDENTS:  A  resident,  for  income  tax  purposes,  is  an  individual  domiciled 
in  Pennsylvania  who  does  not  qualify  as  a  nonresident.  An  individual  domiciled 
in  Pennsylvania,  but  who  (1)  has  no  permanent  place  of  abode  in  Pennsylvania, 
(2)  does  maintain  a  permanent  place  of  abode  elsewhere,  and  (3)  did  not  spend 
more  than  30  days  of  the  tax  year  in  the  State  is  considered,  for  tax 
purposes,  to  be  a  nonresident.  A  nonresident  is  also  an  individual  not 
domiciled  in  Pennsylvania  who  does  not  maintain  a  permanent  place  of  abode  in 
the  State  and  spends  less  than  183  days  of  the  tax  year  in  the  State.  A 
part-year  resident  is  an  individual  who  changed  residency  during  the  tax  year 
(1)  from  a  place  outside  Pennsylvania  to  Pennsylvania  with  the  intent  of 
residing  permanently  in  Pennsylvania,  or  (2)  from  Pennsylvania  to  a  place 
outside  Pennsylvania  with  the  intent  of  residing  permanently  outside  the 
State. 

RATES.  The  withholding  rate  for  pay  periods  ending  on  or  after; 

The  revised  annual  tax  rate  for  1993  is: 
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NONTAXABLE  ITEMS:  The  following  items  are  not  taxable:  (a)  Disability 
retirement  pay;  (b)  Retirement  pay  received  from  a  qualifying  retirement 
benefit  program,  whether  in  a  lump  sum  or  annuity  (i.e.,  pensions);  (c) 

Unreimbursed  employee  business  expenses  (i.e.,  travel,  meals  and  lodging 
expenses  incurred  away  from  home,  union  dues,  mandatory  educational  expenses); 

(d)  Social  Security;  (e)  Unemployment  compensation,  (f)  Interest  and  gains 
derived  from  Pennsylvania  (including  its  municipalities  and  instrumentalities) 
and  United  States  obligations  which  are  statutorily  free  from  taxation.  A 
list  of  the  tax-exempt  U  S.  obligations  is  located  in  the  1993  PA-40 
Instructions  Booklet;  (g)  Pennsylvania  Lottery  prizes  won  on  or  after  July  21, 

1983;  (h)  Alimony;  (i)  Compensation  received  by  U  S.  Servicemen  serving  in  a 
combat  zone  (See  Desert  Storm  Provisions,  Infra  ). 

DESERT  STORM  PROVISIONS:  (a)  No  combat  zone  pay  received  by  a  United  States 
serviceman  is  taxable  for  Pennsylvania  personal  income  tax  purposes  (See  72 
P  S.  Section  7301(d)(vii)).  No  combat  zone  pay  received  by  a  United  States 
serviceman  is  considered  "poverty  income"  for  purposes  of  the  tax's  special 
forgiveness  provisions  (See  72  P  S.  Section  7301(o.2)(vii)).  "Combat  zone" 
means  any  area  designated  by  the  President  by  Executive  Order  a  "combat  zone" 
for  any  period  of  combatant  activities.  United  States  reservists  and 
Pennsylvania  National  Guardsmaen  are  United  States  servicemen  while  they  are 
serving  in  a  combat  zone  for  purposes  of  this  exclusion.  The  $500  "combat 
zone"  pay  exclusion  limit  for  military  officers  contained  in  the  Internal 
Revenue  Code  is  not  in  the  state  taxation  statute. 

(b)  An  extension  of  time  for  filing  a  return,  declaration,  statement  or  other 
document  may  be  granted  by  the  Department,  upon  application.  Except  for  a 
taxpayer  who  is  outside  the  United  States  this  extension  shall  not  exceed  six 
months.  (See  72  P  S.  Section  7334)  This  extension  only  extends  the  time  to 
file—not  to  pay.  However,  as  a  result  of  the  hostilities  in  the  Persian 

Gulf,  the  legislature  passed  Act  3,  which  was  signed  by  the  Governor.  Its 
provisions  are  retroactive  to  August  2,  1990.  It  provides  additional  tax 
relief  for  any  "combat  zone"  military  and  support  personnel  and  waives  income 
tax  liabilities  for  qualifying  individuals  killed  in  any  "combat  zone"  The 
Act  is  attached. 

(c)  For  Pennsylvania  local  earned  income  tax  purposes,  wages  or  compensation 
paid  to  persons  on  active  military  service,  regardless  of  whether  or  not  the 
person  is  a  resident  or  ..onresident  individual  and  regardless  of  whether  or 

not  the  service  is  performed  within  or  outside  the  Commonwealth,  is  not 
taxable.  (See  53  P  S.  Section  6913) 
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(d)  Furthermore,  the  state  enacted  Act  2.  Under  this  law,  local 
municipalities  may  extend  their  local  tax  deadlines  for  Persian  gulf 
combatants.  Act  2  is  also  attached. 

TAXABLE  ITEMS:  Taxable  Income  Items  for  resident  individuals,  estates,  and 
trusts  are  limited  to  the  following:  (a)  Compensation  (b)  Net  profits  from  a 
business,  profession,  occupation  or  any  taxable  income  derived  from  a 
Pennsylvania  S  corporation,  paitnership  or  association;  (c)  Taxable  interest, 
including  interest  from  other  states'  or  countries'  obligations;  (d) 

Dividends,  including  the  first  $100  or  $200  of  dividend  income;  (e)  Net  gams 
or  income  from  the  sale,  exchange  or  disposition  of  real  or  personal  property 
including  the  sale  of  one's  personal  residence  in  all  cases.  However,  as  of 
July  1,  1987  taxpayers  age  55  or  older  who  sell  their  personal  residence  and 
are  eligible  for  the  federal  income  tax  exclusion  on  the  gain  from  the  sale 
will  also  be  able  to  exclude  up  to  $100,000  of  the  gain  realized  on  a  joint 
return  and  $50,000  on  a  single  return.  The  June  1,  1971  valuation  of  the 
property  can  be  used  in  determining  gains.  The  installment  sales  method  of 
reporting  may  be  used  for  1984  and  subsequent  years'  sales  on  real  or  tangible 
personal  property.  See  1988  PA-40  Instruction  Booklet  and  Schedule  D-1);  (f) 
Net  gains  or  income  derived  from  or  in  form  of  rents,  royalties,  copyrights  or 
patents;  (g)  Net  gains  or  income  derived  through  estates  or  trusts;  (h) 

Lottery  and  gambling  winnings  other  than  Pennsylvania  Lottery  winnings  won  on 
or  after  July  21,  1983.  Losses  can  only  be  offset  against  gains  within  a 
class  and  a  gain  realized  by  one  spouse  cannot  be  offset  by  a  loss  realized  by 
the  other  spouse  within  the  same  income  class. 

Individuals  cannot  reduce  their  compensation  by  contributions  they  make 
to  IRAs,  IRC  401(k)  salary  reduction  agreements  or  IRC  403  government 
tax-sheltered  plans.  Individuals  cannot  reduce  their  net  profits  by 
contributions  to  a  Keogh  Plan  or  IRAs. 

Taxable  income  items,  for  nonresident  individuals,  estates  and  trusts,  are 
limited  to  the  following: 

Compensation,  net  profits,  gains,  dividends,  interest,  net  gains,  or  net 
income,  less  net  losses  from  the  disposition  of  property,  net  gains  or  income 
earned  from  estates  or  trusts  and  lottery  and  gambling  winnings  other  than 
Pennsylvania  Lottery  winnings  won  on  or  after  July  21,  1983  to  the  extent  such 
income  is  earned,  received  or  acquired  from  sources  from  within  Pennsylvania: 

(1)  By  reason  of  ownership  or  disposition  of  any  interest  in  real  or 
tangible  personal  property  in  Pennsylvania;  or 
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(2)  In  connection  with  a  trade,  profession,  or  occupation  carried  on  in 
Pennsylvania  or  for  the  rendition  of  personal  services  performed  in 
Pennsylvania;  or 

(3)  As  a  distributive  share  of  the  income  of  an  unincorporated  business, 
Pennsylvania  S  corporation,  profession,  enterprise,  undertaking  or 
other  activity  as  the  result  of  work  done,  services  rendered  or 
other  business  activities  conducted  in  Pennsylvania,  except  as 
allocated  to  another  state  pursuant  to  regulations  promulgated  by 
the  Pennsylvania  Department  of  Revenue;  or 

(4)  From  intangible  personal  property  employed  m  a  trade,  profession, 
occupation  or  business  earned  on  m  Pennsylvania. 

However,  income  from  sources  within  Pennsylvania  for  a  nonresident  individual, 
estate  or  trust  does  not  include  any  classes  of  income  enumerated  above 
received  or  acquired  from  any  investment  company  registered  with  the  Federal 
Securities  and  Exchange  Commission  under  the  Investment  Company  Act  of  1940. 

However,  compensation  earned  within  Pennsylvania  by  residents  of  any  state 
that  has  a  reciprocal  agreement  with  Pennsylvania  (New  Jersey,  Maryland,  Ohio, 
Virginia,  West  Virginia  and  Indiana)  is  not  taxable. 

Also,  individuals  cannot  reduce  their  compensation  by  contributions  made  to  an 
IRC  4S7  government  thrift  plan. 

CREDITS:  Credits  are  allowed  for  the  following; 

(a)  Peimsylvania  Personal  Income  Tax  withheld  from  compensation,  (b)  Estimated 
tax  payments;  (c)  Special  tax  forgiveness  credits  -  such  credits  allow 
eligible  claimants  to  receive  total  state  income  tax  forgiveness  on  up  to 
$7,000  of  taxable  income  (with  an  additional  income  allowance  of  $2000  for 
each  additional  dependent  or  household  member);  (d)  Employment  Incentive 
Payments  Credit  -  Sole  proprietors,  partners  and  Pennsylvania  S  corporation 
shareholders  can  reduce  their  state  income  tax  liability  by  receiving  credits 
for  their  employment  of  former  Pennsylvania  welfare  recipients  and  additional 
credits  for  providing  daycare  services  for  the  children  of  such  workers.  (See 
1993  PA-40  Booklet),  (e)  Resident  Tax  Credits  -  Income  taxes  or  other  taxes  on 
gross  or  net  earned  or  unearned  income  paid  to  other  states  or  foreign 
countries  by  resident  on  income  taxable  in  Pennsylvania.  This  credit  may  not 
exceed  the  proportion  of  the  tax  otherwise  due  that  the  amount  of  the 
taxpayer's  income  subject  to  tax  by  the  other  jurisdiction  bears  to  his  entire 
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taxable  income.  This  credit  will  only  be  allowed  if  substantiated  by  the 
submission  of  a  copy  of  the  other  jurisdiction's  tax  return  or  proof  that  the 
amount  withheld  is  nonrefundable. 

PAYMENTS:  Return  and  payment  due  by  April  15.  Declaration  of  Estimated  Tax 
is  required  from  resident  and  nonresident  individual,  trust  and  estate  whose 
Pennsylvania  taxable  income,  other  than  from  compensation  subject  to 
withholding,  can  reasonably  be  expected  to  exceed  $2,500.  Declaration  of 
Estimated  Tax  is  due  by  1 5  Apiil  of  the  tax  year  if  requirements  for  filing 
are  met  on  or  before  1  April.  Payment  of  estimated  tax  is  due  in  four  equal 
installments  if  requirements  for  filing  a  declaration  are  met  on  or  before 
April  1st;  first  due  at  the  time  the  declaration  is  filed,  second,  third  and 
fourth  due  on  or  before  15  June,  September,  and  January. 

NOTE:  Where  no  return  is  filed  or  if  a  taxpayer  shall  fail  when  required 
to  file  an  amended  return,  the  amount  of  tax  due  may  be  assessed  at  any  time. 

Any  person  failing  to  pay  the  tax  or  to  file  a  return  as  required  by  law  or 
regulation  shall,  in  addition  to  other  penalties  provided  by  law,  be  guilty  of 
a  misdemeanor  and  shall  upon  conviction  be  sentenced  to  pay  a  fine,  not 
exceeding  $5,000,  or  to  undergo  imprisonment,  not  exceeding  2  years  or  both. 

The  position  of  the  Department  of  Revenue  with  respect  to  delinquent  taxes 
of  former  military  personnel  was  expressed  by  the  Chief  Counsel  of  the 
Personal  Income  Tax  Bureau  in  a  letter  dated  16  April  1976  as  follows:  "The 
Soldiers  and  Sailors  Civil  Relief  Act  defers  any  collection  on  the  income  tax 
of  a  person  in  the  military  service  until  six  (6)  months  after  the  termination 
of  the  period  of  military  service,  if  such  person's  ability  to  pay  such  tax  is 
materially  impaired  by  reason  of  such  service.  Consistent  with  the 
aforementioned  Act,  penalties  and  interest  may  not  be  assessed.  The  Act 
also  provides  that  the  miming  of  any  Statute  of  Limitations  against  the 
collection  of  such  tax  by  distraint  or  otherwise  should  be  suspended  for  the 
period  of  military  service  of  any  individual,  the  collection  of  whose  tax  is 
deferred  under  this  Section,  and  for  an  additional  period  of  nine  (9)  months 
begiiming  with  the  day  following  the  period  of  military  service.  By  reason  of 
the  extension  afforded  military  personnel  under  ***  the  Act  and  the  tolling  of 
any  statute  of  limitations,  this  Department  will  require  tax  returns  to  be 
filed  for  all  prior  years  wherein  taxable  income  was  received.  Arrangements 
for  partial  payments  can  be  made  so  long  as  the  plan  is  reasonable  as  to  the 
amount  and  not  unduly  prolonged." 

CITY  INCOME  TAX:  Nearly  1,500  municipalities  and  school  districts  impose  an 
income  tax  on  residents.  Most  taxes  are  limited  to  a  maximum  of  1%  of  earned 
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income.  Act  511,  "The  Local  Enabling  Tax  Act",  adopted  by  the  State 
Legislature  and  effective  1  January  1966,  specifically  prohibits  the 
imposition  of  an  income  tax  on  "wages  or  compensation  paid  to  persons  on 
active  military  service." 

The  major  cities  impose  the  following  taxes: 


CITY  and  COLLECTOR  Rate*  Return  and  Tax  Due 

ERIE  -  Receiver  of  Taxes  1%  Return  due  15  April; 

withholding  tax  due 
15  April,  15  July, 

15  October,  15  January 

PHILADELPHIA  -  Department  4.3125%  Nonresidents  working  in 
of  Collections  Philadelphia 

4.96%  Residents  of  Philadelphia 
withholding  31  January,  30 
April,  3 1  July,  October 

PITTSBURGH  -  Treasurer  4%****  Return  due  15  April;  15 

April,  July,  October, 

January  **,  30  April,  31 
July,  October  January*** 

SCRANTON  -  Collector  of  Taxes  3.4%  Return  due  15  Apnl;  active 

duty  military  -  exempt  from 
and  paying 

*  In  other  than  Philadelphia  and  Pittsburgh,  the  combined 
municipal  and  school  distnct  tax  rates  may  not  exceed  1%  of 
"earned  income."  Although  the  municipal  and  school  distnct  taxes  are 
independently  assessed,  they  are  collected  together. 

**  Income  from  business  only. 

***  Wages  not  subject  to  withholding  only 

****  Combined  city  and  school  wage  tax. 
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RETIREMENT  INCOME.  The  case  of  Davis  v.  Michigan  Department  of 
Revenue,  489  U.S.  803,  103  L.Ed.2d  891  (1989),  concerning  the  taxation  of 
federal  retirements,  has  no  direct  impact  upon  the  application  of  Pennsylvania 
law.  Pennsylvania  has  never  taxed  payments  commonly  recognized  as  old  age  or 
retirements  benefits  paid  to  person  retired  from  service  after  reaching  a 
specific  age  or  after  a  stated  period  of  employment,  regardless  of  whether 
payments  are  from  state,  local  or  federal  plan  or  private  sector  plan. 

TAX  AUTHORITY:  Commonwealth  of  Pennsylvania,  Department  of  Revenue, 
Harrisburg,  Pennsylvania  17105. 

You  may  order  Pennsylvania  tax  forms  or  schedules  by  calling  one  of  the 
Department's  special  24-hour  answering  service  numbers  for  forms  ordenng: 
Harrisburg  (717)  787-8094,  Philadelphia  (215)  560-2065,  and  Pittsburg  (412) 
565-3601.  Address  written  requests  to:  PA  Department  of  Revenue,  Tax  Forms 
Service  Unit,  2850  Turnpike  Industrial  Drive,  Middletown,  PA  17057-5492. 

Allow  two  to  three  weeks  for  delivery. 
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STATE  LAW:  Title  44,  Chapter  30  of  the  Rhode  Island  General  Laws  as  amended. 

TAXPAYERS:  A  tax  is  imposed  on  Rhode  Island  residents  and  nonresidents  receiving  income 
from  Rhode  Island  sources. 

FILING:  Every  individual,  including  resident  service  members,  required  to  file  a  Federal 
income  tax  return  must  file  a  Rhode  Island  income  tax  return. 

MILITARY  PROVISIONS:  (a)  Service  members  who  are  legal  residents  of  Rhode  Island  but 
maintain  an  abode  in  another  jurisdiction  are  subject  to  taxation  (see  "RESIDENTS").  If  a 
resident  service  member  is  required  to  file  a  Federal  income  tax  return,  he/she  must  file  a 
Rhode  Island  income  tax  return,  (b)  Tax  liability  of  service  members  who  are  POW/MIA  (and 
their  spouses),  disability  and  nondisability  retirement  pay,  and  such  portion  of  retirement  pay 
forfeited  to  provide  an  annuity  for  survivors,  are  all  treated  the  same  as  under  the  Internal 
Revenue  Code. 

DESERT  STORM  PROVISIONS:  Rhode  Island  will  treat  the  military  pay  and  the  filing 
requirements  of  those  who  served  in  Operation  Desert  Storm/Shield  in  the  same  manner  as  they 
are  treated  for  federal  purposes,  with  one  exception:  the  State  will  not  waive  or  cancel  any  late 
payment  interest  that  may  be  due  on  a  late  payment  of  a  tax  balance.  All  other  late  charges 
will  be  waived  or  cancelled  upon  receipt  of  payment  of  the  tax  in  full. 

RESIDENTS:  A  resident  is  defined  as  an  individual  "who  is  domiciled  in  Rhode  Island." 
Accordingly,  Rhode  Island  domiciliary  service  members  are  subject  to  Rhode  Island  taxation 
even  though  they  reside  outside  Rhode  Island  and  spend  no  time  in  Rhode  Island  during  a 
taxable  year. 

RATES:  Income  tax  rate  for  calendar  year  1991  will  be  27.5%  of  the  taxpayers  federal  income 
tax  liability.  "Federal  income  tax  liability"  is  the  amount  of  Federal  income  tax  (less  Federal 
surtaxes,  self-employment  taxes  and  Social  Security  taxes)  for  which  a  taxpayer  would  have 
been  liable  had  he  paid  the  tax  based  on  Federal  taxable  income  as  modified  below  for 
residents  and  nonresidents. 

INCOME:  The  Rhode  Island  income  of  a  resident  individual  is  his/her  Federal  adjusted  gross 
income  as  modified  below: 

Subtract  --  Interest  or  dividends  on  Federal  obligations  to  the  extent  includible  in  Federal 
gross  income  but  exempt  from  state  taxes  under  Federal  law.  (The  amount  subtracted  must  be 
reduced  by  any  interest  on  indebtedness  incurred  to  purchase  or  carry  the  obligations  to  the 
extent  such  interest  is  deducted  in  determining  Federal  adjusted  gross  income  or  taxable 
income.)  Effective  on  and  after  July  1,  1989  Rhode  Island  Lottery  pnze  winnings  awarded 
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and/or  received  are  subject  to  Rhode  Island  personal  income  tax  both  for  residents  and 
nonresidents. 

Rhode  Island  has  a  new  modification  for  amounts  paid  into  a  Family  Education  Account. 
Amounts  must  be  paid  into  a  Rhode  Island  financial  institution  to  pay  for  post-secondary 
education  for  a  qualified  dependent.  Form  RI-1040  FEA  has  to  be  completed  and  attached  to 
the  return  when  claiming  this  modification. 

Add  •  (a)  Interest  on  obligations  of  any  state  or  political  subdivision  other  than  Rhode  Island, 
(b)  Interest  or  dividends  on  Federal  obligations  exempt  from  Federal  income  tax  but  not  from 
state  taxes;  (c)  income  subject  to  Rhode  Island  taxation  but  not  required  to  be  included  in 
Federal  adjusted  gross  income  and,  therefore,  is  exempt  from  Federal  taxation. 

The  Rhode  Island  income  of  a  nonresident  individual  is  the  sum  of  (a)  Net  amount  of  items  of 
income  and  deduction  entering  into  Federal  adjusted  gross  income  derived  from  or  connected 
with  Rhode  Island  sources  including  a  distributive  share  of  paitnership  income  and  deductions, 
and  any  share  of  estate  or  trust  income  and  deductions;  and  (b)  The  portion  of  the 
modifications  described  above  for  residents  which  relate  to  income  denved  from  Rhode  Island 
sources.  Compensation  for  services  while  in  the  Armed  Forces  received  by  nonresidents  is  not 
income  derived  from  Rhode  Island  sources.  The  Federal  tax  liability  of  a  nonresident  attnbuted 
to  Rhode  Island  income  is  that  proportion  which  Rhode  Island  income  bears  to  Federal  adjusted 
gross  income  after  the  above  modifications.  The  definition  of  the  Rhode  Island  income  for  a 
non-resident  has  been  changed  to  include.  Winnings  and  Prizes  from  the  Rhode  Island  Lottery 
and  parimutual  betting  events  conducted  in  Rhode  Island. 

NOTE:  References  to  Federal  laws  are  to  provisions  of  the  Internal  Revenue  Code  and  other 
Federal  provisions  relating  to  Federal  income  taxes  for  the  same  taxable  year. 

DEDUCTIONS:  Rhode  Island  taxable  income,  except  for  the  above  adjustments,  is  computed 
with  no  other  deductions. 

EXEMPTIONS:  Rhode  Island  personal  exemptions  are  the  same  as  under  the  Internal  Revenue 
Code. 

CREDITS:  (a)  Residents  are  allowed  a  credit  for  the  aggregate  of  net  income  taxes  imposed 
on  the  taxpayer  for  the  taxable  year  by  other  states  and  the  Distnct  of  Columbia.  A  signed 
copy  of  the  return  filed  with  the  other  state  must  be  attached  to  the  Rhode  Island  return,  (b) 
Rhode  Island  taxpayers  are  allowed  a  credit  for  the  purchase  and  installation  of  a  qualifying 
renewable  energy  system  in  real  property  located  in  Rhode  Island.  Also  the  owners  of 
residential  rental  property  located  in  Rhode  Island  may  qualify  for  a  credit  on  qualified  energy 
conservation  items  installed  in  such  rental  property  (c)  Rhode  Island  Artifacts:  A  credit  is 
allowed  to  owners  of  object  of  significance  to  Rhode  Island  when  they  lend  those  items  for 
public  viewing.  The  lender  must  enter  into  an  agreement  with  the  Board  of  Curators  prior  to 
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being  allowed  to  take  the  credit,  (d)  A  taxpayer  may  claim  a  credit  of  up  to  ten  percent  (10%) 
of  certified  maintenance  and/or  rehabilitation  costs.  A  certificate  from  the  State  Historical 
Preservation  Commission  must  be  obtained  and  filed  with  the  Rhode  Island  tax  return. 

PAYMENTS:  Returns  and  payment  in  full  due  on  or  before  the  15th  day  of  the  fourth  month 
following  the  close  of  the  tax  year.  Residents  and  nonresidents  who  can  reasonably  expect  their 
estimated  tax  to  be  $100  or  more  in  excess  of  any  credits  must  file  a  Declaration  of  Estimated 
Tax.  The  declaration  is  due  on  or  before  the  1 5th  day  of  the  fourth  month  of  the  tax  year 
unless  the  taxpayer  is  not  required  to  file  a  declaration  until  a  later  date.  In  that  case,  the 
declaration  is  due  on  or  before  the  next  installment  due  date.  Estimated  tax  payments  are  due 
in  four  equal  installments  if  the  declaration  is  filed  on  or  before  1 5  April,  the  first  installment 
due  when  filing  the  declaration,  second,  third  and  fourth  installments  due  on  the  1 5th  of  June, 
September  and  January  following.  Fewer  installments  are  required  if  the  declaration  is  filed 
later  in  the  year. 

A  penalty  is  assessed  of  5%  per  month  (maximum  25%)  for  failure  to  file  by  due  date; 
penalty  of  1/2%  per  month  (maximum  25%)  for  failure  to  pay  by  due  date;  interest  charge  is 
assessed  on  the  tax  balance  due  for  failure  to  pay  by  the  due  date.  An  interest  charge  is 
assessed  for  under  payment  of  estimated  tax  liability.  The  charge  is  based  on  80%  of  the  tax 
liability  less  any  prepaid  taxes.  However,  the  Tax  Administrator  may,  upon  application  in 
writing,  abate  or  cancel  late  filing  and/or  late  payment  charges  if  the  service  member  was 
unaware  of  the  Rhode  Island  filing  requirements.  There  is  no  statute  of  limitations  if  the 
service  member  has  failed  to  file.  Accordingly,  the  service  member  is  required  to  file  for  all 
delinquent  years.  Consideration  is  given,  on  an  individual  basis,  to  requests  to  waive  any 
penalties  and/or  interest.  Time  payments  may  be  arranged  in  cases  where  full  payment  of  taxes 
would  create  financial  hardships. 

1993  RHODE  ISLAND  TAX  RATE  SCHEDULE 

SINGLE 

IF  THE  AMOUNT 
ON  R.I.  1040,  OR  1040NR 
LINE  1  IS: 

BUT  NOT 


OVER 

OVER 

$  0 

$15000 

$  0 

+  27.50% 

of  amount-  over 

$  0 

$15000 

$31172 

$  4125 

+  32.00% 

of  amount  over 

$15000 

$31172 

$79772 

$  9300 

+  27  55% 

of  amount  over 

$31172 

$79772 

$22689 

+  25  05% 

of  amount  over 

$79772 

ENTER  ON  R.I.  FORM 
1040,  OR  1040NR  LINE  2: 
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THE  ABOVE  TAX  RATE  SCHEDULE  MAY  NOT  BE  USED  BY  TAXPAYERS  WHO  FILE 
A  FEDERAL  SCHEDULE-D  AND  HAD  TAXABLE  INCOME  GREATER  THAN  $1 15,000 
THESE  INDIVIDUALS  MUST  COMPUTE  THEIR  RI  TAX  ON  FORM  RI  SCHEDULE-D 

MARRIED  FILING  JOINT  OR  QUALIFIED  WIPOWIER) 

IF  THE  AMOUNT  ENTER  ON  R  I.  FORM 

ON  R.I.  1040,  OR  I040NR  1040,  OR  1040NR  LINE  2; 

LINE  I  IS; 


BUT  NOT 
OVER _ OVER 


$  0 

$15000 

$  0 

27  50%  of  amount  over 

$  0 

$15000 

$35929 

$  4125 

+ 

32.00%  of  amount  over 

$15000 

$35929 

$75529 

$10822 

+ 

27  55%  of  amount  over 

$35929 

$75529 

$21732 

+ 

25  05%  of  amount  over 

$75529 

THE  ABOVE  TAX  RATE  SCHEDULE  MAY  NOT  BE  USED  BY  TAXPAYERS  WHO  FILE 
A  FEDERAL  SCHEDULE-D  AND  HAD  TAXABLE  INCOME  GREATER  THAN  $140,000 
THESE  INDIVIDUALS  MUST  COMPUTE  THEIR  RI  TAX  ON  FORM  RI  SCHEDULE-D 


HEAD  OF  HOUSEHOLD 

IF  THE  AMOUNT 
ON  R.I.  1040,  OR  1040NR 
LINE  1  IS 


ENTER  ON  R.I  FORM 
1040,  OR  1040NR  LINE  2 


BUT  NOT 
OVER _ OVER 

+  27  50%  of  amount  over  $  0 

+  32.00%  of  amount  over  $15000 
+  27.55%  of  amount  over  $33385 
+  25  05%  of  amount  over  $77485 


$  0 
$15000 
$33385 
$77485 


$15000 

$33385 

$77485 


$  0 
$  4125 
$10008 
$22158 


THE  ABOVE  TAX  RATE  SCHEDULE  MAY  NOT  BE  USED  BY  TAXPAYERS  WHO  FILE 
A  FEDERAL  SCHEDULE-D  AND  HAD  TAXABLE  INCOME  GREATER  THAN  $127,500 
THESE  INDIVIDUALS  MUST  COMPUTE  THEIR  RI  TAX  ON  FORM  RI  SCHEDULE  D 
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MARRIED  FILING  SEPARATELY 

IF  THE  AMOUNT  ENTER  ON  R.I  FORM 

ON  R.I.  1040,OR  1040NR  1040,  OR  1040NR  LINE  2: 

LINE  1  IS 


BUT  NOT 
OVER _ OVER 


$  0 

$15000 

$  0 

+ 

27.50% 

of  amount  over  $ 

i  0 

$15000 

$17964 

$  4125 

+ 

32.00% 

of  amount  over 

$15000 

$17964 

$37764 

$  5073 

+ 

27,55% 

of  amount  over 

$17964 

$37764 

$10528 

+ 

25.05% 

of  amount  over 

$37764 

THE  ABOVE  TAX  RATE  SCHEDULE  MAY  NOT  BE  USED  BY  TAXPAYERS  WHO  FILE 
A  FEDERAL  SCHEDULE-D  AND  HAD  TAXABLE  INCOME  GREATER  THAN  $70,000 
THESE  INDIVIDUALS  MUST  COMPUTE  THEIR  RI  TAX  ON  FORM  RI  SCHEDUXE-D 


RETIREMENT  INCOME:  The  case  of  Davis  v.  Michigan  Department  of  Revenue,  (1989), 
489  U  S.  803,  103  L.Ed2d  891,  concerning  the  taxation  of  federal  retirements,  has  no  direct 
impact  upon  the  application  of  Rhode  Island  law.  Rhode  Island  treats  all  pension  and  annuity 
income  the  same. 

TAX  AUTHORITY:  Department  of  Administration,  Division  of  Taxation,  One  Capitol  Hill, 
Providence,  Rhode  Island  02908-5800.  For  taxpayer  assistance:  (401)  277-2905 

TO  ORDER  TAX  FORMS:  State  of  Rhode  Island  ,Division  of  Taxation,  One  Capitol  Hill 
Providence,  RI  02908-5800  (401)  277-3934 
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STATE  LAW:  South  Carolina  Code  of  Law  1976,  as  amended.  Sec.  12-7-210  et  seq. 

TAXPAYERS;  Every  resident  who  is  required  to  file  a  Federal  income  tax  return  must  file  a 
South  Carolina  income  tax  return.  Every  nonresident  who  has  income  from  South  Carolina 
sources  must  file  a  South  Carolina  nonresident  income  tax  return. 

FILING.  See  "TAXPAYERS".  If  these  requirements  are  met  an  income  tax  return  must  be 
filed.  When  husband  and  wife  (both  of  whom  are  either  residents  or  nonresidents),  have  elected 
to  file  a  joint  Federal  income  tax  return  they  are  required  to  file  a  joint  South  Carolina  return, 
or  if  they  have  elected  to  file  separate  Federal  returns,  they  are  required  to  file  separate  South 
Carolina  returns.  If  one  spouse  is  a  resident  and  the  other  a  nonresident  for  some  part  of  the 
year,  and  they  elect  to  file  a  joint  federal  return,  they  are  required  to  file  a  joint  South  Carolina 
return  and  may  make  the  election  allowed  to  part  year  residents  (see  infra).  If  neither  spouse 
files  a  federal  return,  their  South  Carolina  taxable  income  must  be  determined  on  a  separate 
basis  unless  both  elect  to  file  jointly. 

MILITARY  PROVISIONS;  There  is  no  provision  in  South  Carolina  law  expressly  exempting 
a  service  member's  compensation  or  veterans  benefits  from  taxation.  However,  income  exempt 
under  the  Internal  Revenue  Code  is  exempt  from  South  Carolina  taxation.  See  "Income 
Exclusions". 

Military  pay  received  by  a  nonresident  service  member  stationed  in  South  Carolina  is  not  taxed 
by  the  State.  Income  earned  in  South  Carolina  by  a  nonresident  service  member  from 
employment  not  connected  with  military  service  is  subject  to  South  Carolina  taxation.  Income 
derived  from  South  Carolina  sources  by  a  service  member's  spouse  is  subject  to  taxation. 

Note;  Military  Service  pay  can  be  taxed  only  by  the  state  in  which  the  service  member  is  a 
legal  resident  (Soldiers’  and  Sailors'  Civil  Relief  Act).  Legal  residence  at  the  time  of  entry 
into  the  Armed  Forces  is  presumed  to  remain  so  until  legal  residence  is  established  in  another 
jurisdiction  and  service  records  are  changed  accordingly. 

DESERT  STORM  PROVISIONS:  See  SC  Information  Letter  #91-6,  attached. 

RESIDENTS;  You  are  a  South  Carolina  resident,  even  if  you  live  outside  South  Carolina 
when:  (1)  You  think  of  South  Carolina  as  your  permanent  home,  AND  (2)  South  Carolina  is 
the  center  of  your  financial,  social,  and  family  life,  AND  (3)  When  you  are  away.  South 
Carolina  is  the  place  to  which  you  intend  to  return. 

NONRESIDENTS;  You  are  a  nonresident  if  your  permanent  home  is  outside  South  Carolina 
all  year  and  none  of  the  above  (see  residents)  applies  to  you. 

As  a  part-year  resident  you  may  consider  yourself  a  full-year  resident  or  a  nonresident.  If  you 
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elect  to  be  a  full-year  resident,  file  the  resident  form  SC1040  (Long  Form).  You  will  report  all 
your  income,  no  matter  where  earned,  and  will  be  allowed  a  tax  credit  for  taxes  paid  to  another 
state  on  this  same  income.  If  you  elect  to  be  a  nonresident,  file  the  nonresident  form, 
SC1040NR.  You  will  be  taxed  only  on  income  earned  in  South  Carolina  and  will  prorate  your 
deductions  and  exemptions.  A  part-year  resident  may  choose  the  way  most  advantageous  to 
him. 

INCOME  ADJUSTMENTS;  South  Carolina  taxable  income  means  income  taxable  for  Federal 
income  tax  purposes  under  the  Internal  Revenue  Code  (Retired  Servicemen's  Family  Protection 
Plan  (RSFPP)  and  Survivor's  Benefit  Plan  (SBP)  exclusions  apply),  with  these  adjustments: 
Additions  to  Federal  Taxable  Income  —  (a)  State  Income  Taxes,  if  itemizing  on  Federal  return 
(b)  Out-of-state  rental  or  business  losses,  (c)  Expenses  related  to  military  reserve  income  (d) 
Interest  income  on  obligations  of  States  and  political  subdivisions  other  than  South  Carolina. 

(e)  Expenses  deducted  on  the  federal  return  related  to  any  income  exempt  or  not  taxable  by 
South  Carolina,  such  as  U  S.  Savings  Bonds  or  out-of-State  investments,  (f)  Effective  1-1-88, 
foreign  income  exclusion  generally  is  allowed  (no  longer  an  addition  to  federal  taxable 
income),  but  foreign  areas  allowance,  cost  of  living  allowances,  and/or  income  from 
possessions  of  the  United  States  remain  additions  to  federal  taxable  income. 

Subtractions  from  Federal  Taxable  Income  —  (a)  Income  not  taxable  to  State,  such  as  interest 
on  obligations  of  the  United  States,  (b)  Effective  for  taxable  years  beginning  after  1992, 
beginning  in  the  first  taxable  year  the  taxpayer  receives  retirement  income  the  taxpayer  may: 

1)  deduct  up  to  $3,000  of  retirement  income  annually  or  2)  make  an  irrevocable  election  to 
defer  the  deduction  until  age  6S,  at  which  time  the  taxpayer  may  deduct  up  to  $10,00 
annually,  (c)  Supplemental  annuities  under  the  Railroad  retirement  Act  and  Social  Secunty 
Act.  (d)  State  Income  Tax  refund,  (e)  Military  Reserve  income  and  National  Guard  pay  (f) 
Disability  income  included  on  Federal  return  if  you  qualify  under  Federal  guidelines,  (g) 
Income  from  a  business,  trade,  or  profession  located  outside  South  Carolina,  however, 
personal  service  income  or  a  resident  would  be  taxable  to  South  Carolina  no  matter  where  it  is 
earned,  (h)  Adoption  of  a  "special  needs  child"  allows  a  $2,000  substraction.  (i)  29% 
deduction  of  net  capital  gains  which  have  been  included  in  South  Carolina  taxable  income. 

The  property  must  have  been  held  for  a  period  of  two  or  more  years. 

RATES:  South  Carolina  residents  and  nonresidents  use  the  same  tax  rate  schedule 

INCOME:  South  Carolina  income  tax  is  based  on  the  taxpayer’s  Federal  taxable  income  with 
adjustments.  See  "Income  adjustments"  for  list  of  additions  and  subtractions  Since  South 
Carolina  starts  with  federal  taxable  income,  the  deductions  and  exemptions  have  already  been 
deducted  on  the  federal  tax  return. 

DEDUCTIONS:  Deductions,  including  the  Standard  Deduction  and  itemized  deductions,  are 
generally  the  same  as  under  the  Internal  Revenue  Code.  See  "Income  Adjustments"  for 
allowable  deductions  to  arrive  at  South  Carolina  base  income. 


190 


SOUTH  CAROLINA  -  1993 


EXEMPTIONS:  Same  as  under  the  Internal  Revenue  Code. 

CAPITAL  GAINS  AND  LOSSES:  South  Carolina  taxable  income  is  essentially  Federal 
taxable  income.  Therefore,  insofar  as  capital  gains  and  losses  are  reflected  in  a  taxpayer's 
Federal  taxable  income,  they  will  also  be  reflected  in  his/her  South  Carolina  taxable  income. 
Capital  loss  carryovers  piior  to  1985  are  not  allowed.  Adjustments  are  necessary  when  real 
property  is  located  outside  South  Carolina.  Effective  1  January  1990,  there  is  a  long  term 
capital  gain  deduction  (see  (1)  above)  under  subtractions  from  federal  taxable  income. 

CREDITS:  Residents  receive  tax  credit  for  income  taxes  paid  to  other  states  not  to  exceed 
South  Carolina  tax  on  same  income;  but  for  nonresidents,  no  such  credit  is  granted,  they  must 
look  to  their  state  of  legal  residence  for  tax  relief. 

Two  Wage  Earned  Income  Credit  --  Effective  January  1,  1987,  married  couples  filing  a  joint 
return  are  allowed  a  credit  when  both  have  qualified  earned  income.  The  credit  is  equal  to  .7% 
(.007)  of  qualified  earned  income  of  the  spouse  with  the  lesser  qualified  earned  income 
(maximum  credit  S210).  See  Schedule  W  for  details. 

Child  and  Dependent  Care  Credit  —  A  credit  is  allowed  for  child  and  dependent  care  expenses. 
Multiply  the  Federal  expense  by  .07  (7%).  Amount  of  income  does  not  change  the  percentage 
factor. 

Nursing  Home  Credit  -  A  credit  of  20%  of  expenses  (to  a  maximum  of  $300)  may  be  taken 
for  expenses  paid  by  an  individual  for  his/her  own  support  or  the  support  of  another  to  an 
institution  in  any  state,  providing  nursing  facility  level  of  care  or  paid  to  a  provider  for 
in-house  or  community  care. 

PAYMENTS:  Return  and  payment  due  April  15  for  calendar  year  filers  or  by  the  15th  day  of 
the  fourth  month  following  the  close  of  the  fiscal  year  for  fiscal  year  filers. 

South  Carolina  accepts  an  extension  of  time  granted  by  the  Internal  Revenue  Service  provided 
the  South  Carolina  income  tax  return  shows  a  refund  or  no  balance  of  tax  due  when  the  return 
is  filed.  If  you  intend  to  use  the  federal  extension  in  lieu  of  South  Carolina's  extension,  it  is 
not  necessary  to  send  South  Carolina  a  copy  of  the  Federal  form  by  the  due  date  of  the  tax 
return.  Simply  attach  a  copy  of  the  federal  extension  to  the  face  of  the  return  when  you  file 
the  tax  return  within  the  extended  period.  If  you  owe  additional  tax,  attach  payment  of  taxes 
due  to  South  Carolina  to  a  separate  copy  of  your  federal  extension  or  to  South  Carolina 
extension  Form  4868,  and  forward  payment  by  the  onginal  due  date  of  the  return. 

Every  individual  who  expects  to  have  a  balance  due  of  $100  or  more  and  whose  withholding  is 
less  than  90%  of  total  tax  must  file  a  Declaration  of  Eshmated  Tax  by  April  1 5  and  pay 
estimated  tax  in  four  equal  installments  on  the  15th  day  of  April,  June,  September  and  January. 
A  Declaration  of  Estimated  Tax  is  not  required  of  an  individual  who  was  a  resident  of  S.C. 
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throughout  the  preceding  taxable  year,  had  no  S.C.  tax  liability  for  the  prior  year,  and  hose 
prior  tax  year  was  for  a  full  12  months. 

NOTE; 

Interest  --  If  South  Carolina  income  tax  is  not  paid  when  due,  the  taxpayer  is  liable  for  interest 
using  the  prevailing  federal  interest  rates.  Interest  will  accrue  without  regard  to  any  extension 
of  time  for  filing. 

PENALTY  --  Delinquent  filing  penalty  is  5%  of  the  balance  of  tax  due  for  the  first  month  plus 
5%  for  each  additional  month  or  fraction  thereof,  not  exceeding  25%,  in  the  aggregate.  For 
returns  filed  more  than  60  days  late,  the  penalty  will  be  the  lesser  of  $100.00  or  100%  of  the 
balance  of  tax  due.  Delinquent  payment  penalty  is  .5%  of  the  balance  of  tax  due  for  the  first 
month  plus  .5%  for  each  additional  month  or  fraction  thereof,  not  exceeding  25%,  in  the 
aggregate.  South  Carolina  has  adopted  negligence  and  substantial  understatement  penalties 
which  are  similar  to  the  federal. 

RETIREMENT  INCOME;  Before  the  U  S.  Supreme  Court  decided  Davis  v.  Michigan 
Department  of  Revenue,  South  Carolina  taxed  federal  retirement  pay  above  a  $3,000  exclusion 
and  totally  exempted  state  retirement  pay.  Legislation  effective  1  January  1989  provided  a 
$3,000  exclusion  of  retirement  income  for  both  federal  and  state  retirees.  This  remedy  was 
prospective  only,  and  a  group  of  federal  retirees  brought  suit  to  collect  refunds  on  taxes  paid 
for  the  previous  three  years.  The  South  Carolina  Supreme  Court  ruled  in  May  1990  that 
refunds  were  not  required.  This- decision  was  appealed  to  the  U  S.  Supreme  Court.  The  case  is 
still  pending. 

TAX  AUTHORITY;  South  Carolina  Department  of  Revenue,  Office  Services  Division,  P.  0. 
Box  125,  Columbia,  South  Carolina  29214.  To  request  forms  call  1-800-768-3676. 
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301  Gcrvais  Street.  P.O.  Box  125,  Columbia.  South  Carolina  29214 


sc  INFOBMATION  LETTm  /91-€ 


TO: 


rrcti: 


DATE: 

SUBJBCrr: 

R£FEPli;CE: 


ALflHQRITY: 


SCOPE: 


In  order  to 

result  of  C|xratlor.  Ccccrt  Storm,  and  Uvsir  fanulies,  t^Je  Ccmissicn  has 
established  the  foilwing  procedures  and  assistance  programs. 

Extensions  of  Time  to  File  Tax  Returns: 

•[fyliY^^ial  Inocme;  The  Gcmnission  has  extended,  for  military  personnel 
stationed  in  the  Persian  Qjlf  as  a  resxilt  of  Operation  Desert  storm, 
the  time  for  filing  their  Individual  Lnccra  t<ix  returns  (SC  1040, 

SC  104QA,  and  SC  1040NR}  until  at  least  180  days  after  the  tas^vayer 
departs  frco  the  Persian  Oilf .  The  time  for  paying  additional 
due  on  the  return, . if  any,  has  also  be^  extended  until  at  least  180 
days  after  the  taxpayer  departs  fron  the  Persian  Gulf.  The  above 
extensiona  eilso  apply  to  any  joint  returns  such  military  personnel  may 
file  with  their  spcuses.  (See  secticn  belcw  regaordirq  interest.) 

If  the  military  person  expects  a  refund,  another  person,  such  as  a 
spouse  or  otner  family  member,  may  sign  Cw  cecum  tor  cr.e  nulitary 
person,  if  the  military  person  has  given  that  person  the  authcritv’  to 
do  so. 


vicJd.  J.  Ringer 

Public  Information  Director 

John  ?•  rijCcrracJc 

Tax  Policy  and  Appeals  DeparOnent 

Janu2ury  22,  1991 

Tax  Aeeistanoe  -  Operation  Desert  Storm 

Title  12  -  South  Carol L-a  Code  of  Laws,  >£  A.-ended  (1975, 
supp.  1990) 

S,C.  Oode  Section  12-3-140  (1976) 

SC  Revenue  Prooedura  #87-3 

An  Information  Letter  is  a  tarporary  document 
issued  for  the  purpose  of  disseminating  general 
tax  information  and  to  respond  to  technical 
questions  fron  within  the  Oarniorior.  ar%? 

QSp  related  to  a  specific  set  of  facts. 

assist  military  personnel  stationed  in  the  Persian  Gulf  as  a 


193 


OCT-30-’91  UED  17:45  ID:SCTC  OFFICE  SERVICES  TEL  iC:SC3  737-4898  8468  P08 


Oarporate  Inocma!  The  Oenndsaion  will  axtand,  \jpon  proper 
notlficaticn,  the  time  for  filing  ary  cxjrrxnrate  tax  return  (includirq 
S  oorporatian  and  norprofit  returns) ,  if  all  the  corporate  officers 
are  in  the  regular  military,  reserves,  or  national  guard  ard  stationad 
in  the  Persian  Gulf  as  a  result  of  operation  Desert  Storm.  The  time 
for  filing  the  return  and  paying  additional  taxes  due  on  the  return, 
if  ^u^y,  has  also  been  extended  until  at  leafaL  180  days  after  the  first 
oorporate  offiosr  departs  fron  th*  Persian  Gulf.  (See  section  below 
regarding  interest.) 

Corporations  qualifying  for  this  extension  most  notify  the  Cerrussion, 
in  writing  at  the  address  below,  that  all  oorporate  officers  are 
stationed  in  the  Persian  Qulf  as  a  result  of  Operation  Dosert  Storm. 
This  will  minisvize  the  issuance  of  unnecessary  delinquency  notices  for 
failure  to  file  and  prevent  the  cancellation  of  the  corporate  charter. 

Sales  and  Use  Tax  and  other  Taxes  filed  on  a  Monthly  or  Quarterly 
iue  camission  will  not  autcnatically  extend  the  tijna  for 
filing  these  monthly  or  quarterly  returns,  where  the  busings 
continues  operations  while  the  owner  is  stationed  in  the  Persian  Gulf 
as  a  result  of  Operation  Desert  Storm,  but  will  review  arty  rt-quest  for 
an  extension  on  a  case  by  case  basis,  pursuant  to  the  canmission's 
norTnal  prooeduraa. 

Partnerahlpei  The  CDBnission  will  not  autcnatically  extend  the  tinm 
for  filing  parb^ership  returns,  but  will  review  any  request  for  an 
extension  on  a  case  by  case  basis,  pursuant  to  the  Camvission’s  normal 
procedures. 

Q^LiaCLEfiaasos:  Itie  Connussion  will  review  all  other  extension 
requests,  are  the  result  of  military  service  anywhere  in  the 

world  due  to  the  Persian  Gulf  crisis,  on  a  case  by  case  basis. 

Mailing  for  Extension  Requests;  All  extersion  requests  related 

to  the  Persian  Gulf  and  Cp<2r?tion  Desert  Storm  must  be  in  writing  and 
sent  to  the  following  address; 

Problems  Pesolution  Office 
P.  O,  Box  11109 

Columbia,  South  Carolina  29211-1189 
Attn:  Destsrt  Storm 

extension  requests  should  include  a  copy  of  the  taxpayer's 
military  orders,  or  other  documentation  establishing  military  service 
due  to  the  Persian  Gulf  crisis. 

FVirther  ESetensions:  The  extension  deadlines  established  by  the 
Cemnissien  may  be  .extended  further,  depending  on  circumstances  in  tne 
Persian  Gulf  at  that  time  and  to  ensure  ccrplia.-ca  with  the  provisions 
of  the  Soldiers'  and  sailors'  civil  Relief  Act:  of  1940. 
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Doomantaticn  Reouirad  itoon  Filing  of  Return fgi  t  u|pon  r«tum  fran  the 
Persian  a  ta)^yer  filing  a  return  extended  under  the  provisions 

of  this  docuaant  should  attacii  to  the  front  of  the  return  a  oopy  of 
his  or  her  military  orders  for  the  Persian  Gulf,  or  other 
docunentaticn  csrt^iishlng  that  he  or  she  paurticipated  in  Operation 
Desert  Stom.  With  respect  to  a  ocrpcration  where  4ll  the  oorporate 
officers  were  stationed  in  the  Persian  Gulf  as  a  result  of  operation 
Desert  Stom,  a  copy  of  each  oorporate  officer's  military  orders 
should  be  attached  to  the  front  of  the  return,  in  addition,  the 
taxpayer  should  write  "Desert  Storm"  across  the  top  of  the  face  of  the 
tax  return.  Ihe  purpose  of  this  is  to  minimize  the  of 

unnecessary  assesGBEnt  notices  for  failure  to  file  arel/or  failure  to 
pay  penalties. 

If  a  taxpayer  is  inadvertently  assessed  failure  to  file  arai/or  failure 
to  pay  penalties  vhich  have  been  waived  pursuant  to  this  tkscinwit,  the 
taxpayer  ahould  request,  in  writing,  relief  of  such  penaltiaa.  Such 
request,  along  with  any  documentation,  should  be  sent  to  the  Problms 
Pesolution  Office  at  the  above  address. 

S'ustgnsion  of  Oollection  Activities: 

state  -raxes;  ihe  OoBnission  will  suspend  the  oiforoed  collection  of 
any  Tisseseed  liability  of  a  taxpayer  stationed  in  the  Persian  Gulf  as 
a  result  of  Cperation  Desert  Storm  if  the  assessed  liability  is  (1) 
t.he  sole  obll'ipitic.i  cf  tai-v^ycr  cr,  (2)  the  joint  ooli^acion  of 
the  taj^yer  and  his  or  her  spouse. 

The  c2xiiriiesion  will  review  all  other  tax  liabilltin,  with  respect  to 
the  possible  suspwsicn  of  enforood  oollections,  on  a  case  by 
basis  and  In  aocordanoa  with  tha  provislcrw  of  the  Soldiars*  and 
Sailors'  Civil  Relief  Act  of  1940. 

County  Prtxaertv  Ojestions  regarding  the  possible  suspension  of 
enforced  collection  of  county  property  taxes  should  be  addressed  to 
the  Individual  counties.  Ihe  Qamission  and  the  State  Ocnptrollea: 
General's  office  will  provide  technical  assistartce  to  oounuies 
with  reepect  to  this  matter. 

.  Pminstatetnent  of  Qgllectlon  Activities;  The  Ootmission  will  reinstate 
enforoBd  oollecticn  activities  of  a.ny  a«^«vv<<v»ri  liabilities  suspa.niad 
pursuant  to  this  document  no  sooner  than  180  days  eifter  the  taxpayer 
^ran  the  Persian  Gulf. 

Penalties  and  Intereet: 

Penalties;  Ihe  OoBnissicn  will  waive  any  peralties  due  as  a  result  of 
any  extensions,  or  suspension  of  oollection  activities,  granted  under 
this  document;  however,  penalties  will  be  if  the  above 

returns  euxl  taxes  are  not  filed  or  paid  by  any  extended  due  date 
authorized  ty  the  Oamission  or  the  Soldiers'  and  Sailors'  Civil 
Relief  Act  of  1940. 
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Panaltiaa  dM  aa  tha  rcault  oC  th«  failur*  to  pay  estimated  tax^  will 
be  waived  for  any  estiiMtad  tamaa  due  while  the  individual  tajqpayar 
was  stationed  in  the  Persian  Gulf  as  a  result  of  Operation  D^ert 
Stora. 


Interest;  Ihe  South  Carolina  General  Assembly  is  currently 
oonaidering  legislation  h/tiidh  will  provide  that  no  interest  will  be 
asseased  with  respect  to  any  inoona  tax  due  on  a  1990  return,  the 
period  for  which  the  filing  date  has  been  extended  pursuant  to  this 
document  or  the  Soldiers*  and  Sailors'  civil  Relief  Act  of  1940. 

with  respect  to  tax  debts  prior  to  active  service,  the  Soldiers'  ard 
Sailors*  Civil  Relief  Act  of  1940  limits  interest  to  6%  per  year  on 
ail  tax  debts  inoirred  prior  to  a  ta^yar's  active  military  sarvioe, 
out  only  for  the  period  of  the  ta^q^ayer's  active  eervice. 

In  all  cases,  interest  %rLll  aoorue  at  the  rates  established  by  South 
Caroline  law  for  any  taxee  due  after  the  extended  due  dates  authorized 
by  the  Commission  or  the  Soldiers'  and  Sailors*  Civil  Relief  Act  of 
1940. 

at  Pay  of  Mentoera  of  the  Armed  Forces; 

South  Carolina  has  adopted  osmy  of  the  provisions  of  the  Internal  Revenue 
Code,  including  the  provisions  of  Section  112.  This  section  excludes 
oartidn  oonbat  pay  frtm  the  definition  of  "gross  inocans",  thereby, 
exeRptirg  such  pay  fron  inoona  taxes.  The  section  provides  various 
definitions  and  prooedures  with  respect  to  exenpting  such  incxme.  All 
InoQcns  axarpt  frcn  federal  inoctne  taxes  under  this  section  is  also  exerpt 
fron  the  South  Carolina  Inocne  tax. 

Possible  Tiigialetlnn; 

Oongprees  and  the  South  Carolina  Central  Assembly  are  both  considering 
legislation  to  provide  tax  relief  for  military  persons  stationed  in  the 
Persian  Gulf  as  a  result  of  (^aeration  Desert  Storm.  The  Oannission  will 
review  adl  such  legislation  and  issue  additional  Inforration  letters  as 
necesaaty  to  inform  military  persons  and  their  families  of  future  tax 
assistanoe  provisions  and  programs. 

Desert  Storm  Tax  Hotline: 

Ihe  Oanaissicn  has  established  a  hotline  to  provide  tax  assistanoe  for 
military  persons  and  their  families  aiffected  by  (^leration  Desert  storm. 
The  tax  hotline  manber  is  l-800-277^rAXX  (1-800-277-8299). 
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Othar  Tax  Aasistai«e; 


Military  persons  and  th«ir  families  affected  by  Operation  Desert  storm  can 
also  receive  tax  assistance  at  any  one  of  the  Qxnvij&s ion's  nine  Taynaver 
Service  Centers  listed  below. 


Aiken 

410  Bamweii  street  N.w. 

Beaufort 

Carolina  Oove  Eifecuti'.ie  Ctr.-S'uite  li2 

Charleston 

3  Scuthpark  Circle  -  Suite  202 

Ooliscbia 

301  Gervais  Stmet 

Florence 

1452  West  E'/ana  street 

Gresnvllie 

211  Century  Drive 

Mi-rtle  Beach 

141  McDonalds  Court 

nock  Hill 

875  Albright  Bead 

Spartanburg 

Hillcrest  Offices  -  Suite  475 

Saiditra'  and  Sailers'  civil  Relief  Act  of  i940i 


(803) 

(803) 

524-2852 

(303) 

571-3000 

(803) 

737-4661 

(803) 

661-4850 

(803) 

241-1200 

(803) 

293-6550 

(803) 

324-7641 

O 

CO 

594-4900 

It  is  the  Intent  of  this  daasnsrt  to  ocrply  with  the  Soldiers'  arri 
Sailors  Civil  Relief  Act  of  1940.  'Ihe  Gornmissicn  will,  therefore,  revise 
any  extension  datas  as  deaned  necessary  and  establish  any  pnxsdures  or 
prograpB  in  order  to  ocrply  with  this  Act. 
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TXD: 

Viclci  J.  Rinjer 

Public  Information  Director 

FFat 

John  P.  McCormack 

Tax  Policy  and  /*,ppeals  Ccp-irtment 

DATE: 

July  1,  1991 

SUBJECT: 

Tax  Assistance  -  Cperation  Desert  Storm 

P£FER£»CE: 

Title  12  -  South  Caurolina  Code  of  Laws,  As  Amended  (1976, 
supp^  1990) 

AUITiCRITr: 

S.C.  Code  Section  12-3-140  (1976) 

SC  revenue  Procedure  #87-3 

SCOPE; 

An  Information  Letter  is  a  temporary  document 
issued  for  the  purpose  of  disseminating  general 
tax  information  and  to  respond  to  technical 
questions  from  within  the  Oormission  which  aire 
not  related  to  a  specific  set  of  facts. 

In  order  bo  assist  nvilitary  personnel  stationed  in  the  Persian  Gulf  as  a 
result  of  Operation  Desert  Storm,  and  their  families,  the  Cerrussion 
established  various  procedures  and  assistance  programs.  These  procedures 
and  programs  v^ere  outlined  in  SC  Information  Lett^  #91-6. 

The  General  Assembly,  in  a  bill  signed  by  the  Governor  on  May  21,  1991, 
has  provided  additional  assistance  to  military  personnel  and  their 
families  ^lffecbed  by  Operation  Desert  Storm.  The  follcwinn  forth  *-'0 

the  entire  assistance  program  established  by  the  General  Assembly  and  the 
Comnission. 

n«^ i nns  of  Time  to  File  Tax  Returns' 

Individual  Income:  For  military  personnel  that  are  or  were  stationed 
in  the  Persian  Gulf  as  a  result  of  operation  Desert  Storm,  or  who  were 
called  to  active  duty  as  a  result  of  Operation  Desert  Storm,  the  time 
for  filing  their  individual  inccxie  tax  returns  (SC  1040,  SC  1040A,  and 
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sc  1040NRJ  has  been  extended  until  at  least  180  days  after  the 
taxpayer  departs  from  the  Persian  Gulf  or  departs  the  military  station 
to  whicii  he  or  she  was  called  to  active  duty  as  a  result  of  CtAiioLion 
Desert  Storm. 

The  time  for  paying  additional  taxes  due  on  the  return,  if  any,  has 
also  been  extended  until  at  least  180  days  after  the  taxpayer  departs 
from  the  Persian  Gulf  or  depaurts  the  military  station  to  which  he  or 
she  was  called  to  active  duty  as  a  result  of  Operation  Desert  Storm. 

The  above  extensions  also  apply  to  any  joint  returns  such  military 
personnel  may  file  with  their  spouses.  (See  section  below  regarding 
penalties  amd  interest.) 

If  the  military  person  expects  a  refund,  another  person,  such  as  a 
spouse  or  oti.^  family  member,  may  sign  the  return  for  the  military 
person,  if  the  military  person  has  given  that  person  the  authority  to 
do  so. 

Corporate  Inoome:  The  time  for  filing  any  corporate  tax  return 
(including  S  corporation  and  nonprofit  returns)  will  be  extended  upon 
proper  notification,  if  all  the  corporate  officers  are  in  the  regular 
military,  reserves,  or  national  guard  and  stationed  in  the  Persian 
Gulf  or  called  to  active  duty  as  a  result  of  C^jeration  Desert  Storm. 

The  time  for  filing  the  return  and  payirg  additional  taxes  due  on  the 
return,  if  any,  will  be  extended  until  at  least  180  days  after  the 
first  corporate  officer  departs  frcm  the  Persian  Gulf  or  departs  the 
military  station  to  which  he  or  she  was  called  to  active  duty  as  a 
result  of  C^aeration  Desert  Storm.  (See  section  below  regcu?ding 
penalties  and  interest.) 

Corporations  qualifying  for  this  extension  must  notify  the  Cotimission, 
in  writing  at  the  address  belcw,  that  all  corporate  officers  are  or 
were  stationed  in  the  Persian  Gulf  or  called  to  active  duty  as  a 
result  of  (^jeration  Desert  Storm.  This  will  minimize  the  issuance  of 
unnecessary  delinquency  notices  for  failure  to  file  and  prevent  the 
cancellation  of  the  corporate  charter. 

Sales  and  Use  Tax  aind  other  Taxes  filed  on  a  Monthly  or  Ojarterlv 
Basis;  The  Gonnission  will  not  automatically  extend  the  time  for 
filing  these  monthly  or  quarterly  returns,  wheire  the  business 
continues  operations  while  the  cwner  is  stationed  in  the  Persian  Gulf 
as  a  result  of  Cperation  Desert  Storm,  but  will  review  any  request  for 
an  extension  on  a  case  by  case  basis,  pursuant  to  the  Oormission's 
normal  procedures. 

Partnerships:  The  Oommission  will  net  automatically  extend  the  time 
for  filing  parthership  returns,  but  will  review  any  request  for  an 
extension  on  a  case  fcy  case  basis,  pursuant  to  the  Commission's  normal 
procedures. 

Other  Peast^ns:  The  COnmission  will  review  all  other  extension 
requests,  which  are  the  result  of  military  service  anywhere  in  the 
v^rld  due  to  the  Persian  Gulf  crisis,  on  a  caise  by  case  basis. 
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Mailing  Address  for  E^ension  Requests:  All  extensicxi  requests  related 
to  the  Persian  Gulf  and  Operation  Desert  Storm  must  be  in  writing  and 
sent  to  the  following  address: 

Problems  Resolution  Office 
P.  O.  Box  11189 

Columbia,  South  Carolina  29211-1189 
Attn:  Desert  Storm 

Such  extension  requests  shcwld  include  a  ccpy  of  the  taxpayer's 
military  orders,  or  other  documentation  establishing  military  service 
due  to  the  Persian  Gulf  crisis. 

Pjrthcr  EMiensiors;  The  extension  deadliiies  esLaLilisI.ed  by  Uie 
Comnission  may  be  extended  further,  depending  on  circumstances  in  the 
Persian  Gulf  at  that  time  and  to  ensure  conpliance  with  the  provisions 
of  the  Soldiers'  and  Sailors'  Civil  Relief  Act  of  1940. 

Documentation  Required  Itoon  Filina  of  Retumfs^:  Upon  return  from  the 
Persian  Gulf  or  active  duty,  a  taxpayer  filing  a  return  extended  under 
the  provisions  of  this  document  should  attach  to  the  front  of  the 
return  a  ocpy  of  his  or  her  'military  orders  for  the  Persian  unr,  or 
other  documentation  establishing  that  he  or  she  participated  in 
Operation  Desert  Storm,  with  respect  to  a  cx^rporation  where  all  the 
corporate  officers  were  stationed  in  the  Persian  Gulf  or  called  to 
active  duty  as  a  result  of  Operation  Desert  Storm,  a  cxpy  of  each 
corporate  officer's  military  orders  should  be  attached  to  the  front  of 
the  return.  In  addition,  the  taxpayer  should  write  "Desert  Storm" 
across  the  top  of  the  face  of  the  tax  return.  The  purpose  of  this  is 
to  minimize  the  issuance  of  unnecessary  assessment  notices  for  fail’^rre 
to  file  and/or  failure  to  pay  penalties  and  interest. 

If  a  taxpayer  is  inadvertently  assessed  failure  to  file  and/or  failure 
to  pay  penalties  or  interest  which  have  been  waived  pursuant  to  this 
document,  the  taxpayer  should  request,  in  writir^,  relief  cf  cjch 
penalties  and  interest.  Sue*  request,  along  with  any  documentation, 
should  be  sent  to  the  Problems  Peso I'jt ion  Office  at  the  abcr.'c  address. 

Suspension  of  Oollection  Activities: 

State  Taxes:  The  Oontivission  will  suspend  the  enforced  oollection  of 
any  assessed  liability  of  a  taxpayer  stationed  in  the  Persian  Gulf  as 
a  result  of  Operation  Desert  Storm  if  the  assessed  liability  is  (1) 

Liits  obligation  of  the  taxpayer  or,  (2)  the  joint  obligation  ot 

the  taxpaysr  ord  Ids  or  her  sparse. 

The  Oonmission  will  revip'-'  ’ll  other  tax  liabilities,  with  respect  to 
the  possible  suspension  of  enforced  collections,  on  a  case  by  case 
basis  and  in  acbortlanoe  with  the  provisions  of  the  Soldiers'  and 
Sailors'  Civil  Relief  "ct  of  1940. 
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Oountv  Property  Tax;  For  military  persorvrte^^Rat  are  or  were  stationed 
in  the  Persian  Gulf  as  a  result  of  Operation  Desert  Storm,  or  who  were 
called  to  active  duty  as  a  result  of  Operation  Desert  Storm,  the  time 
for  filing  property  tax  ret’jms  and  property  taxes  was  extended  until 
June  15,  1991.  The  Comnission  has  also  been  granted  the  authority,  if 
deemed  necessary,  to  esctend  the  filing  of  property  tax  returns  and 
paying  property  taxes  beyond  June  15,  1991. 


Ojestions  regarding  the  possible  suspension  of  enforced  cf 

county  property  taxes  should  be  addressed  to  the  individual  counties. 
The  Ccmtiission  and  U^e  State  Oonptroller  General's  office  will  provide 
technical  assistance  to  the  counties  with  respect  to  this  matter. 


Reinstatement  of  Collection  Activities:  The  Ootmission  will  reinstate 
enforced  collection  activities  of  amy  assessed  liabilities  suspended 
pursuant  to  this  document  no  sooner  than  180  days  after  the  taxpayer 
depaurts  from  the  Persian  Gulf  or  departs  the  military  station  to  which 
he  or  she  was  called  to  active  duty  as  a  result  of  C^aeration  Desert 
Storm. 


Penalties  and  Interest; 

Penalties:  The  Oonmission  will  waive  any  penalties  due  as  a  result  of 
any  extensions,  or  suspension  of  collection  activities,  granted  under 
this  document;  however,  penalties  will  be  assessed  if  the  aber.-e 
returns  auid  taxes  are  not  filed  or  paid  by  any  extended  due  date 
authorized  by  the  Cgrmiission  or  the  Soldiers'  and  Sailoi.s'  Civil 
Relief  Act  of  1940. 

Penalties  due  as  the  result  of  the  failure  to  pay  estimated  taxes  will 
be  waived  for  any  estimated  taxes  due  while  the  individual  taxpayer 
was  stationed  in  the  Persian  Gulf  as  a  result  of  Operation  Desert 
Storm  or  called  to  active  duty  as  a  result  of  C^seration  Desert  Storm. 

Interest :  The  Oertrussion  will  waive  amy  interest  due  as  a  result  of 
einy  extensions  granted  under  this  document;  hewever,  interest  will  be 
assessed  if  the  aborve  returns  and  taxes  are  not  filed  or  paid  by  the 
extended  due  date. 

with  respect  to  tax  debts  prior  to  active  service,  the  Soldiers'  end 
Sailors'  Civil  Relief  Act  of  1940  limits  interest  to  6%  per  year  on 
all  Lem.  desL.Ls  incurred  prior  to  a  taxpayer's  active  military  service, 
but  only  for  the  period  of  the  taxpayer's  active  service. 

In  all  cases,  interest  will  at  ll.e  rates  established  by  Scxith 

Carolina  law  for  any  taxes  due  after  the  extended  due  dates  authorized 
by  the  Oenmission  or  the  Soldiers'  and  Sailors'  Civil  Relief  Act  of 
1940. 

Oerbat  Fay  of  >te-ters  of  the  Armed  fcrces: 

South  Carolina  has  adopted  many  of  the  provisions  of  the  Intern-*  1  Pe’.-enue 
Code,  including  the  provisions  of  Section  112.  This  section  excludes 
certain  combat *pay  from  the  definition  of  "gross  income",  thereby, 
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exsrpting  such  pay  from  income  taxes.  The  section  provides  various 
definitions  and  procedures  with  respect  to  exenpting  such  income.  All 
income  exenpt  from  federal  income  taxes  under  tMs  section  is  also  exenpt 
fron  the  Soutli  Carolina  income  tax. 

Desert  Storm  Tax  Hotline: 

The  Ccmussion  has  established  a  hotline  to  provide  tax  assistance  for 
military  persons  and  their  families  affected  by  Operation  Desert  Storm. 

The  tax  hotline  number  is  1-800-277-TAXX  (1-800-277-8299) .  The  local 
numb^  for  the  Columbia  area  is  737-4849. 

Other  Tax  A«^si stance: 

Military  persons  and  their  families  affected  by  Operation  Desert  Storm  can 


also  receive  tax 
Service  Centers 

assistance  at  any  one  of  the  Conmission' 
listed  belcw. 

's  nine 

Taxpayer 

Aiken 

410  Barnwell  Street  N.W. 

(803) 

640-30&1 

Beaufort 

Carolina  Cove  Executive  Ctr. -Suite  112 

(803) 

524-2852 

Charleston 

3  Southpark  Circle  -  Suite  202 

(803) 

571-3000 

Columbia 

301  Gervais  Street 

(803) 

737-4660 

Florence 

1452  West  Evans  Street 

(803) 

661-4850 

Greenville 

211  Century  Drive 

(803) 

241-1200 

Myrtle  Beach 

141  McDonalds  Ccurt 

(803) 

293-6550 

Roc-k  Hill 

875  Albright  Road 

(803) 

324-7641 

Spartanburg 

Hillcrest  Offices  -  suite  475 

(803) 

594-4900 

Soldiers*  and  Sailors'  Civil  Rfelief  Act  of  1940; 

It  is  the  intent  of  this  document  to  oorply  with  the  Soldiers'  and 
Sailors'  Civil  Relief  Act  of  1940.  The  Commission  will,  therefore,  revise 
any  extension  dates  and  interest  provisions  as  deemed  necessary  and 
establish  any  procedures  or  programs  in  order  to  oorply  with  this  Act. 
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SOUTH  DAKOTA  -  1993 


South  Dakota  currently  does  not  have  a  state  individual  income  tax 
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TENNESSEE  -  1993 


STATE  LAW:  Tennessee  Code  Sec.  67-2-101  et.  seq. 

TAXPAYERS;  The  Tennessee  Individual  Income  tax  applies  only  to 
certain  types  of  dividend  and/or  interest  income  received  by 
Tennessee  residents.  Any  person  having  legal  domicile  in 
Tennessee  or  any  person  maintaining  a  place  of  residence  in 
Tennessee  for  more  than  six  months  in  the  tax  year  who  has 
dividends  and/or  interest  income  from  all  sources  totaling 
$1,250.00  or  more  must  file  a  return.  Each  individual  may  claim  a 
$1,250,00  exemption  ($2,500.00  for  joint  filers)  against  taxable 
income.  A  person  65  years  of  age  or  older  having  total  income 
derived  from  any  and  all  sources  of  $9,000.00  or  less  ($15,000  or 
less  for  joint  filers  where  one  spouse  is  65  or  older)  is  totally 
exempt  from  the  income  tax  but  must  file  the  required  affidavit 
form  to  establish  and  claim  their  exemption.  Blindness  is  a  basis 
for  total  exemption. 

FILING.  See  "TAXPAYERS".  If  these  requirements  are  met  a 
Tennessee  income  tax  returh  must  be  filed  by  15th  of  April  (or 
15th  of  4th  month  after  close  of  year  for  previously  approved 
ftscal  year  taxpayer).. 

MILITARY  PROVISIONS;  Tennessee  citizen  declared  POW  by  DOD  not 
liable  for  payment  of  tax  until  60  days  after  release.  All 
military  compensation  is  exempt.  Tennessee  does  not  levy  a 
personal  income  tax  upon  the  earnings  of  its  citizens. 

RESIDENTS;  Resident  is  any  person  who  has  a  legal  domicile  in 
Tennessee  or  vdio  maintains  a  place  of  residence  in  the  State  for 
more  than  six  months,  regardless  where  domiciled.  Persons 
entering  the  Armed  Forces  from  Termessee  retain  their  legal 
domicile,  and  are  liable  for  tax  on  income  received  from  stocks 
and  bonds  until  such  time  as,  of  their  own  volition  and  not  under 
orders,  domiciles  are  established  in  other  states  (Letter  from 
State  Tax  department,  5  December  1960)  67-2-101(4). 

INCOME  EXCLUSIONS:  (a)  Income  from  obligations  of  the  United 
States;  however,  income  from  Federal  National  Mortgage  Association 
and  Government  National  Mortgage  Association  is  taxable  since  the 
notes  and  bonds  are  not  primary  obligations  of  the  United  States. 

(b)  Income  from  bonds  of  Tennessee,  its  counties,  municipalities 
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TENNESSEE  -  1993 

or  political  subdivisions  ("Bond"  means  all  obligations  issued  by 
any  person,  firm,  joint-stock  company,  business  trust  or 
corporation  organized  and  doing  business  under  the  laws  of  this 
state,  or  any  other  state,  evidenced  by  an  instrument  whereby  the 
obligor  is  bound  to  pay  interest  to  the  obligee  regardless  of 
whether  the  obligator  is  doing  business  in  this  state,  or  whether 
the  obligation  under  the  terms  of  which  the  interest  accrues  is  a 
mortgage  or  lien  on  property  located  in  this  state  or  beyond  the 
jurisdiction  thereof."  (67-2-101(l)(A)).  (c)  Distnbution  of 
capital;  (d)  Income  from  stocks  and  bonds  of  pension  or 
profit-shahng  trusts  exempt  from  federal  income  tax;  (e) 

Interest  on  commercial  paper  or  trade  acceptance,  etc.  matunng 
in  less  than  six  months;  (f)  Dividends  from  regulated  investment 
companies,  qualified  as  such  under  Subchapter  M,  Chapter  1, 

Subtitle  A,  Internal  Revenue  Code  (26  USCA,  851-860G),  and  which 
further  have  as  their  corpus  not  less  than  75%  of  their 
investments  in  bonds  of  the  State  of  Tennessee,  or  subdivisions 
thereof;  (g)  Interest  income  received  from  a  certificate  of 
deposit  issued  by  a  bank,  savings  and  loan  association,  or  credit 
union  (67-2-104). 

RATES;  Income  in  the  form  of  dividends  on 
stocks . 6% 

Income  in  the  form  of  interest  not 
exempt  under  State  law . 6% 

DEDUCTIONS;  None. 

EXEMPTIONS;  See  "TAXPAYERS"  and  "INCOME  EXCLUSIONS". 

CAPITAL  GAINS  AND  LOSSES;  Capital  gains  and  losses  are  not 
recognized  for  purposes  of  the  tax  law.  However,  capital  gains 
distributions  by  mutual  funds  are  treated  as  income  in  the  form  of 
dividends  from  stocks. 

PAYMENTS;  Payment  is  due  with  the  return.  There  is  no  statute  of 
limitations  on  failure  to  file  or  the  filing  of  fraudulent 
returns.  Penalty  charges  (.05%  per  month  not  to  exceed  25%)  are 
mandatory  on  all  delinquent  returns  (67-2-1 14).  There  is  a 
minimum  penalty  of  SI 5.00  on  deliquent  returns.  The  interest  rate 
is  presently  12.5%  per  annum.  Interest  rate  is  adjustable  based 
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formula  administered  by  Commissioner  of  Revenue  (67-1-801). 

RETIREMENT  INCOME:  The  case  of  Davis  v.  Michigan  Department  of 
Revenue,  (1989),  489  U.S.  803,  103  L.Ed.2d  891,  concerning  the 
taxation  of  federal  retirements,  has  no  direct  impact  upon  the 
application  of  Tennessee  law. 

TAX  AUTHORITY:  State  of  Tennessee,  Department  of  Revenue, 

Office  Audit  and  Examination  Division,  Andrew  Jackson  State  Office 
Building,  Nashville,  TN  37242.  For  taxpayer  assistance:  (615) 

741-3665. 
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TEXAS  -  1993 


Texas  currently  has  no  individual  income  tax. 
This  is  a  community  property  state. 
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UTAH  -  1993 


STATE  LAW:  The  Utah  Individual  Income  Tax  Act  of  1987  (Utah  CodeSec.  59-10).  For 
tax  years  beginning  after  December  31,  1986. 

WHO  MUST  FILE?  A  Utah  income  tax  return  must  be  filed  by: 

(1)  every  Utah  resident  required  to  file  a  federal  tax  return 

(2)  every  non-resident  having  gross  income  from  sources  within  Utah  who  is  required  to 
file  a  federal  tax  return,  or 

(3)  every  individual  meeting  the  following  requirements: 

Filing  Status:  Age  at  end  of  1992:  Gross  Income  at  least: 

Single  under  65  $5,463 

65  or  older  $6,363 

HOH  under  65  $7,213 

65  or  older  $8,113 

MFJ  both  under  65  $9,726 

one  under  65  $10,426 

both  over  65  $11,126 

MFS  under  65  $4,863 

65  or  older  $5,425 

A  return  must  be  filed  to  receive  a  refund  of  any  overpayment  of  income  tax  regardless  of 
gross  income  amount. 

MILITARY  PROVISIONS:  (1)  Residents:  Utah  residents  who  go  into  military  service  do  not 
lose  their  Utah  residency  or  domicile  solely  by  being  absent  due  to  military  orders.  They  are 
still  liable  for  filing  resident  income  tax  returns  in  Utah  on  all  income  regardless  of  source  If 
an  income  tax  is  required  to  be  paid  to  another  state  on  nonmilitary  income,  a  credit  is 
allowed  for  the  tax  paid  to  the  other  state.  (2)  Nonresidents:  Nonresidents  who  are  stationed 
in  Utah  solely  due  to  military  orders  are  not  subject  to  tax  on  their  military  pay  in  Utah 
However,  if  nonresident  military  personnel  or  members  of  their  family  residing  in  Utah  have 
income  from  Utah  sources,  other  than  active  military  service  pay,  they  are  required  to  file 
Utah  nonresident  returns  and  pay  any  tax  due. 
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NOTE:  The  Spouse  of  a  person  in  active  military  service  is  generally  considered  to  have  the 
military  person's  domicile  and  is  subject  to  the  same  income  tax  laws  and  rules  that  apply  to 
the  military  person. 

DESERT  STORM  PROVISIONS:  Combat  pay  that  is  exempt  from  federal  income  tax  is 
exempt  from  state  tax.  The  extension  for  filing  for  residents  serving  in  a  combat  zone 
coincides  with  the  federal  extension.  No  penalties  or  interest  will  be  charged  on  unpaid 
1990  Utah  income  tax  due  from  Utah  active  military  or  reservists  deployed  due  to  Desert 
Storm,  provided  they  file  their  returns  and  pay  any  taxes  due  within  the  applicable  extended 
time  period. 

RESIDENTS:  A  resident  is  an  indi^'idual  domiciled  in  Utah  for  any  period  of  time  during 
the  tax  year,  but  only  for  the  duration  of  such  period.  An  individual  who  is  not  domiciled  in 
Utah  but  maintains  a  permanent  abode  in  Utah  and  spends  in  the  aggregate  183  or  more  days 
of  the  tax  year  in  Utah  is  deemed  a  "resident  individual".  An  individual  in  the  active  military 
service  shall  not  be  deemed  to  have  lost  his/her  domicile  in  Utah  solely  by  reason  of  being 
absent  therefrom  under  military  orders.  An  individual  in  the  active  military  service  stationed 
in  Utah  solely  by  reason  of  militaiy  orders  does  not  establish  a  domicile  in  Utah 
for  income  tax  purposes. 

EXEMPTIONS:  Same  as  Federal.  However,  25%  of  the  personal  exemptions  as  defined 
and  calculated  in  the  Internal  Revenue  Code  must  be  added  back  to  income. 

DEDUCTIONS:  The  Standard  Deduction.  It  is  the  same  as  allowed  by  the  Internal  Revenue 
Code. 

CAPITAL  GAINS  AND  LOSSES:  Same  as  under  the  Internal  Revenue  Code. 

CREDITS:  Residents  are  allowed  tax  credit  for  income  taxes  paid  to  other  states  with 
certain  limitations. 

PAYMENTS:  Return  and  full  payment  are  due  15  April.  Extensions  may  be  granted  upon 
receipt  of  the  necessary  extension  prepayment  prior  to  the  date  the  tax  is  due. 

RETIREMENT  INCOME:  The  impact  of  the  case  of  Davis  v.  Michigan  Department  of 
Revenue,  (1989),  489  U.S.  803,  103  L.Ed.2d  891,  concerning  the  taxation  of  federal 
retirements,  is  uncertain  at  this  time.  The  issue  of  refunds  and  the  retroactive  application 
of  the  Davis  v.  Michigan  case  is  currently  pending  in  the  Utah  court  system. 

TAX  AUTHORITY:  Utah  State  Tax  Commission,  160  East  Third  South, 

Salt  Lake  City,  Utah  84134.  Phone  (801)  530-4848,  or  toll  free 
within  Utah,  1-800-662-4335. 
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STATE  LAW:  Vermont  Statutes,  Title  32. 

TAXPAYERS;  Every  resident  and  every  nonresident  or  part-year  resident  who  receives 
income  from  Vermont  sources. 

FILING:  Every  individual  who  has  a  Vermont  tax  liability,  or  who  is  required  to  file  a  Federal 
income  tax  return  and  has  more  than  $100  of  Vermont  income. 

MILITARY  PROVISIONS;  (a)  Compensation  for  full-time  active  duty  as  a  member  of  the 
United  States  Armed  Forces  is  exempt  from  Vermont  income  tax  if  the  compensation  was 
earned  outside  the  state.  (The  requirement  that  income  be  earned  outside  the  state  is  effective 
for  taxable  years  beginning  on  or  after  1  January  1990.  If  military  personnel  have  income  from 
Vermont  sources  of  $100  or  more,  they  are  required  to  file  an  income  tax  return  although  there 
may  be  no  tax  liability,  (b)  Active  duty  service  personnel,  and  their  dependents,  are  treated  as 
residents  for  income  tax  purposes  if  they  are  domiciled  within  Vermont  or  if  they  maintain  a 
permanent  place  of  abode  in  Vermont  and  are  present  in  Vermont  for  more  than  183  days  of 
the  year;  and  must  report  income  from  all  sources  regardless  of  where  it  is  earned;  (c)  Military 
retirement  pay  is  not  excludable  and  constitutes  Vermont  income  to  the  extent  included  as 
Federal  adjusted  gross  income. 

RATES;  Vermont  tax  is  28%  of  an  individual’s  Federal  income  tax  liability,  or  what  the 
federal  income  tax  liability  would  have  been  if  the  taxable  municipal  obligations  were  included, 
reduced  by  a  percentage  equal  to  the  percentage  of  the  taxpayer's  adjusted  gross  income  that  is 
not  Vermont  income. 

Effective  for  taxable  years  beginning  January  1,  1991,  through  December  31,  1993,  there  is  an 
additional  surtax  of  three  percent  of  the  Federal  income  tax  liability  on  the  taxpayer  between 
$3,400  and  $13,100,  and  a  surtax  of  six  percent  of  the  federal  income  tax  liability  of  the 
taxpayer  in  excess  of  $13,100. 

INCOME:  Vermont  income  of  a  resident  is  the  Federal  adjusted  gross  income,  increased  to  the 
extent  such  income  is  exempted  from  taxation  under  the  laws  of  the  United  States  by  the 
amount  received  by  the  taxpayer  on  and  after  July  1,  1987  as  interest  income  from  state  and 
local  obligations,  other  than  obligations  of  Vermont  and  its  political  subdivisions,  and  any 
dividends  or  other  distnbutions  from  any  fund  to  the  extent  such  dividend  or  distribution  is 
attributable  to  such  Vermont  state  or  local  obligations. 

Subtract  —  (a)  Income  exempt  from  state  taxation  under  the  laws  of  the  United  States,  (b) 
Military  pay  for  full-time  active  duty  with  the  Armed  Forces  earned  outside  of  the  state 
(Retirement  pay  and  annuities  are  taxable  to  the  extent  included  in  Federal  adjusted  gross 
income);  (c)  Vermont  state  lottery  prizes;  (d)  Wages  required  to  be  included  as  income  by 
employers  for  Federal  tax  credit  incentive  work  programs. 
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Vem  jnt  income  of  a  nonresident  individual  is  the  sum  of  the  following  items,  to  the  extent 
they  are  required  to  be  included  in  Federal  adjusted  gross  income:  (a)  Rents  and  royalties 
derived  from  Vermont  property;  (b)  Gains  from  the  sale  or  exchange  of  Vermont  property;  (c) 
Wages,  salaries,  commissions  or  other  income  received  with  respect  to  services  performed 
within  Vermont  (exclusive  of  military  pay  for  full-time  active  duty);  (d)  Income  from  the 
taxpayer's  business  or  trade  carried  on  within  the  State,  including  any  compensation  received 
under  an  agreement  not  to  compete  with  a  business  operating  in  Vermont  and  any  goodwill 
received  for  the  sale  of  a  Vermont  business;  (e)  Income  previously  defined  under  a 
non-qualifying  deferred  compensation  plan  and  that  would  have  been  previously  included  in 
income  if  it  had  not  been  deferred,  and  income  derived  from  such  previously  deferred  income. 
Vermont  income  of  a  part-year  resident  is  all  income  earned  and  received  from  any  source 
dunng  the  penod  of  residency  and  that  income  set  forth  above  as  a  nonresident. 

CREDITS:  (a)  Residents  may  claim  credit  for  income  taxes  paid  to  another  state  if,  without 
such  credit,  the  resident  would  pay  a  tax  on  any  item  of  income  to  both  Vermont  and  the  other 
state.  Any  credit  claimed  must  be  evidenced  with  a  copy  of  the  non-  resident  state  income  tax 
return;  (b)  Vermont  sales  and  use  taxes  paid  by  resident  individuals  physically  present  in 
Vermont  for  more  than  nine  months.  Amount  is  determined  by  modified  adjusted  gross  income 
brackets  and  number  of  exemptions. 

Earned  Income  Credit  -  based  on  Federal  earned  income  credit,  residents  and  part-year 
residents  only. 

Homeowner/Renter  Rebate  •  amount  determined  by  modified  adjusted  gross  income  percentages 
to  property  tax  and  rent  paid. 

PAYMENTS:  Returns  and  payment  due  15  April.  A  person  who  expects  to  incur  an  income 
tax  liability  which  exceeds  the  tax  withheld  must  file  a  Declaration  of  Estimated  Tax  on  April 
1 5  and  pay  one-fourth  of  the  amount  due.  The  balance  is  payable  in  three  installments  on  1 5 
June,  September  and  January. 

TAX  AUTHORITY:  Department  of  Taxes,  Montpelier,  Vermont  05602.  For  taxpayer 
assistance:  (802)  828-2865,  forms:  (802)  828-2515. 
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STATE  LAW:  Code  of  Virginia,  Sec.  58  1-1  et  seq. 

TAXPAYERS:  Generally  For  purposes  of  determining  the  income  tax  liability  of  any 
individual,  the  term  "resident"  includes:  (1)  any  individual  domiciled  in  this  State  (domiciliary 
resident),  and  (2)  any  individual  who  is  not  domiciled  in  this  State  but  who  maintains  a  place 
of  abode  (actual  resident)  in  Virginia  for  more  than  183  days  (in  the  aggregate)  during  the 
taxable  year. 

ACTUAL  RESIDENT:  An  individual  may  be  an  actual  resident  even  though  he  retains  his 
legal  domicile  elsewhere.  The  term  "actual  resident"  does  not  include  members  of  the  United 
States  Congress  or  members  of  the  armed  forces  who  are  legally  domiciled  in  another  state. 

DOMICILIARY  RESIDENT:  A  domiciliary  resident  is  one  whose  legal  domicile  is  Virginia. 
Most  domicile  residents  actually  live  in  Virginia,  however  actual  presence  in  the  state  is  not 
required.  Any  person  who  has  not  moved  from  the  state  with  the  intention  of  permanently 
residing  outside  of  Virginia  is  still  a  domiciliary  resident  even  though  he  may  be  actually  living 
some  place  else. 

NONRESIDENT:  A  nonresident  is  any  person  who  is  not  an  actual  or  domiciliary  resident  of 
Virginia.  Residents  and  nonresidents  must  file  a  Virginia  income  tax  return  if  their  Virginia 
Adjusted  Gross  Income  (VAGI)  is  $5,000.00  or  more  if  single,  $8,000.00  or  more  if  married 
and  a  joint  or  combined  (filing  status)  Virginia  return  will  be  filed,  or  $4,000.00  or  more  if  a 
separate  Virginia  return  will  be  filed.  VAGI  is  defined  as  one's  Federal  Adjusted  Gross  Income 
(FAGI)  plus  any  additions  to  FAGI  less  any  subtractions  from  FAGI  required  by  the  Code  of 
Virginia. 

FILING:  See  "TAXPAYERS".  If  one's  Virginia  Adjusted  Gross  Income  is  at  or  above  the 
filing  threshold  amounts  specified  in  "TAXPAYERS",  an  income  tax  return  must  be  filed. 

EXCEPTION.  If  your  Virginia  adjusted  gross  income  is  less  than  the  threshold  amounts 
specified  in  "TAXPAYERS",  you  are  not  required  to  file.  If  you  are  not  required  to  file,  but 
had  income  tax  withheld  by  your  employer  or  made  estimated  tax  payments,  you  must  file  an 
income  tax  return  in  order  to  receive  a  refund. 

MILITARY  PROVISIONS:  (a)  Members  of  the  Armed  Forces  who  are  residents  of  Virginia  at 
the  time  of  enlistment  are  required  to  file  Virginia  resident  income  tax  returns  until  such  time 
as  necessary  steps  are  taken  to  abandon  Virginia  and  establish  a  legal  residence  in  another 
jurisdiction;  (b)  Active  duty  pay,  disability  pay,  and  retirement  pay  (including  Retired 
Serviceman's  Family  Protection  Plan),  are  treated  the  same  as  for  Federal  tax  purposes. 

DESERT  STORM  PROVISIONS:  See  Guidelines,  attached. 
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RESIDENTS:  Every  person  domiciled  in  Virginia  at  any  time  dunng  the  tax  year,  and  every 
other  person  who,  for  an  aggregate  of  more  than  183  days  of  the  tax  year,  maintained  an  abode 
in  Virginia,  whether  domiciled  in  Virginia  or  not.  A  nonresident  in  the  Armed  Forces  living  in 
Virginia  is  expected  to  produce  evidence  in  support  of  his/her  claim  of  nonresidence.  This  is 
especially  true  if  living  outside  a  Federal  area,  and  particularly  true  if  a  residence  was 
purchased  in  Virginia.  A  non-Virginian  in  the  Armed  Forces  is  taxable  by  Virginia  on 
nonmilitary  income  from  Virginia  sources  the  same  as  other  nonresidents. 


RATES:  TAXABLE  INCOME 

Over  Not  Over  Your  Tax  Is  Of  Excess  Over 

.  $  3,000  ...  2%  of  Virginia  taxable  income 

$  3,000  5,000  $  60  plus  3%  $  3,000 

5,000  17,000  120  plus  5%  5,000 

17,000  .  720  plus  5.75%  16,000 


Income  splitting  on  joint  returns  is  not  permitted. 

INCOME:  Virginia  taxable  income  of  residents  is  Federal  adjusted  gross  income,  with  the 
following  modifications: 

Subtract  (to  the  extent  included  in  Federal  adjusted  gross  income)  -  (a)  Interest  or  dividends 
on  Federal  obligations  to  the  extent  exempt  from  state  income  taxes  under  Federal  law;  (b) 
Interest  on  obligations  of  Virginia  or  any  political  subdivision  thereof;  (c)  any  amount  included 
in  federal  adjusted  gross  income  which  is  foreign  service  income  and  defined  as  follows:  (I) 
Interest  other  than  interest  denved  from  sources  within  the  United  States,  (2)  Dividends  other 
than  dividends  denved  from  sources  within  the  United  States;  (3)  Rents,  royalties,  license,  and 
technical  fees  from  property  located  or  services  performed  without  the  United  States  or  from 
any  interest  in  such  property,  including  rents,  royalties,  or  fees  for  the  use  or  the  pnvilege  of 
using  without  the  United  States  any  patents,  copynghts,  secret  processes  and  formulas, 
goodwill,  trademarks,  trade  brands,  franchises,  and  other  like  properties;  and  (4)  Gains,  profits, 
or  other  income  from  the  sales  of  intangible  or  real  property  located  without  the  United  States. 
In  determining  the  source  of  income  for  purposes  of  this  section,  the  provisions  of  Sections 
861,  862  and  863  of  the  Internal  Revenue  Code  will  be  applied.  The  term  "technical  fees" 
does  not  include  wages,  salaries,  compensanon  or  other  "earned  income"  as  defined  in  Section 
91 1(b)  of  the  Internal  Revenue  Code.  (Section  58,1322C7,  Code  of  Virginia);  (d)  $6,236  of 
income  from  all  sources,  less  social  security  and  Tier  I  railroad  retirement  income,  if  age  62  to 
64;  $12,472  of  income  from  ail  sources,  less  social  secunty  and  tier  I  railroad  retirement 
income,  if  age  65  or  over. 

Add  (to  the  extent  excluded  from  Federal  adjusted  gross  income)  --  (a)  Interest,  less  certain 
related  expenses,  on  obligations  of  other  states  or  their  political  subdivisions;  (b)  Interest  or 
dividends,  less  certain  related  expenses,  on  obligations  of  any  authonty,  commission  or 
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instrumentality  of  the  United  States  exempt  from  Federal  income  tax,  but  not  from  state  income 
tax,  (c)  the  amount  of  a  lump-sum  distribution  from  qualified  retirement  plan  if  income 
averaging  is  claimed  under  Section  402,  Internal  Revenue  Code,  less  any  federal  minimum 
distribution  allowance,  federal  death  benefit  exclusion  and  federal  tax  exclusion;  (d)  the  amount 
of  self-employment  tax  claimed  as  a  deduction  under  Internal  Revenue  Code  Section  164  on 
Form  1040 

DEDUCTIONS:  (a)  The  standard  deduction  is  based  on  the  filing  status  claimed  on  the  return. 
Standard  deduction  with  filing  status  of  Single  is  $3,000,  Mamed,  filing  joint  or  combined 
return  filing  status  is  $5,000  and  Married,  filing  separate  return  filing  status  is  $2,500.  It  must 
be  used  unless  the  taxpayer  itemized  on  the  Federal  income  tax  return,  (b)  If  the  taxpayer 
itemized  his/her  deductions  for  Federal  tax  purposes,  he/she  must  itemize  for  Virginia  tax 
purposes  (less  state  income  taxes  paid);  (c)  A  deduction  can  be  claimed  for  child  and  dependent 
care  expenses  on  the  Virginia  return  only  if  the  taxpayers  were  eligible  to  claim  a  "credit"  for 
Child  and  Dependent  Care  Expenses"  on  their  federal  return.  Enter  the  amount  of  employment 
upon  which  the  federal  credit  is  based,  and  attach  a  copy  of  form  2441  to  receive  this 
deducnon. 

Itemized  deductions  may  be  claimed  only  by  the  person  to  whom  attributable  when  only  one 
spouse  IS  liable  for  taxanon  by  Virginia. 

EXEMPTIONS  $800  for  each  personal  exemption  is  allowed. 

CAPITAL  GAINS  AND  LOSSES  Same  as  under  the  Internal  Revenue  Code. 

CREDITS:  Residents  are  allowed  a  credit  for  income  taxes  paid  to  another  state  on  income 
from  sources  therein,  unless  eligible  to  receive  a  credit  by  the  other  state  for  taxes  paid  in 
Virginia.  The  amount  of  credit  cannot  exceed  the  lesser  of  (a)  Income  on  other  state's  tax  is 
computed  over  Virginia  taxable  income  times  Virginia  tax  or;  (b)  Income  tax  paid  other  state. 
Nonresidents  are  allowed  a  credit  for  income  taxes  paid  in  their  home  state  on  income  from 
Virginia  sources  in  the  proportion  that  income  taxable  in  Virginia  bears  to  the  entire  income 
taxable  in  their  home  state  Such  a  credit  is  available  only  when  the  home  state  grants  a 
similar  credit  to  Virginia  residents 

PAYMENTS:  Return  and  full  payment  due  1  May  in  the  County  or  City  of  the  taxpayer's 
residence.  Nonresidents  make  payment  to  the  County  or  City  where  the  income  was  derived. 
An  INDIVIDUAL  must  file  a  declaration  if  (a)  all  of  your  income  is  from  wages  on  which 
Virginia  income  tax  is  not  withheld  and  your  estimated  tax  liability  exceeds  your  tax  credits  by 
$150  or  more,  or  (b)  all  of  your  income  is  from  sources  other  than  wages  and  your  estimated 
tax  liability  exceeds  your  tax  credits  by  $150  or  more,  or  (c)  a  part  of  your  income  is  from 
wages  on  which  Virginia  income  tax  is  not  withheld  and  part  from  other  sources  and  your 
estimated  tax  liability  exceeds  your  tax  credits  by  $150  or  more,  or,  (d)  a  part  of  your  income 
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IS  from  wages  on  which  Virginia  income  tax  is  withheld  and  part  from  other  sources  (including 
wages  on  which  Virginia  income  tax  is  not  withheld)  and  your  estimated  tax  liability  exceeds 
your  withholding  and  tax  credits  by  $150  or  more.  The  declaration  is  due  on  or  before  1  May, 
15  June,  15  September  or  15  January,  depending  upon  when  requirements  for  filing  the 
declaration  first  arise.  Estimated  tax  payments  are  due  in  four  equal  installments  on  1  May,  15 
June,  15  September  and  15  January 

The  civil  penalty  for  late  filing  is  6%  of  the  tax  due  for  each  month  or  fraction  of  month  that 
the  return  is  late,  to  a  maximum  of  30%.  The  civil  penalty  for  late  payment  is  assessed  at  the 
same  rate.  No  late  payment  penalty  is  applied  in  any  month  for  which  a  late  filing  penalty  has 
already  been  imposed.  The  maximum  combined  penalty  (late  filing  and  late  payment)  is  30% 
of  the  tax  due.  If  the  full  balance  is  not  paid  when  due,  interest  accrues  on  the  outstanding 
balance  from  the  due  date  through  the  date  paid,  at  the  underpayment  rate  established  under 
IRC  Section  6621,  plus  2%. 

Under  the  provisions  of  Section  58.1-312,  Code  of  Virginia,  which  relates  to  the  Statute  of 
Limitations,  an  assessment  may  be  made  at  any  time  if  no  return  is  filed. 

TAX  AUTHORITY:  Commonwealth  of  Virginia,  Department  of  Taxation,  P.O  Box  760, 
Richmond,  Virginia  23206  Income  tax  return  should  be  mailed  to  the  Commissioner  of  the 
Revenue  or  Director  of  Finance  for  the  county  or  city  in  which  the  person  resides.  Nonresidents 
should  mail  the  returns  to  the  Commissioner  of  the  Revenue  or  Director  of  Finance  of  the 
locality  where  the  income  was  earned  (See  attached  for  telephone  assistance.) 
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Washington  currently  has  no  state  individual  income  tax. 
This  is  a  community  property  state. 
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STATE  LAW:  West  Virginia  Code,  Article  21,  Chapter  11  (1961). 

TAXPAYERS:  Residents  required  to  file  a  Federal  income  tax  return  or  with  adjusted  gross 
income  (regardless  of  source)  in  excess  of  personal  exemption  deduction  allowance,  and 
nonresidents  with  adjusted  gross  income  from  West  Virginia  sources  in  excess  of  personal 
exemption  deduction  allowance. 

FILING:  See  "TAXPAYERS".  If  these  requirements  are  met  an  income  tax  return  must  be  filed. 

MILITARY  PROVISIONS:  The  first  $2,000  of  military  retirement  benefits  received  to  the  extent 
includable  in  Federal  taxable  income  is  exempt. 

DESERT  STORM  PROVISIONS:  Combat  pay  which  is  exempt  from  federal  income  tax  is  also 
exempt  from  state  personal  income  tax. 

RESIDENTS:  West  Virginia  takes  the  position  that  members  of  the  Armed  Forces  who  are 
domiciled  in  the  State  at  the  time  of  entrance  into  the  military  service  maintain  their  status  as 
residents  unless  they  had  no  permanent  abode  in  West  Virginia,  or  they  maintained  a  permanent 
abode  elsewhere  and  did  not  spend  over  30  days  in  the  State  during  the  tax  year.  It  is  generally 
recognized  that  service  members  do  maintain  a  permanent  abode  if  they  lease,  rent  or  buy  a 
dwelling  place  near  the  duty  station  and  occupy  it  and  the  assignment  is  of  indefinite  duration 
(Sec.  7  of  State  Tax  Law). 

INCOME  EXCLUSIONS:  West  Virginia  adjusted  gross  income  is  Federal  adjusted  gross  income 
under  the  Internal  Revenue  Code  with  the  following  adjustments: 

Subtract  --  (1)  the  first  $2,000  of  military  retirement  or  federal  civil  service  retirement  benefits 
received  to  the  extent  includable  in  federal  taxable  income;  (2)  the  first  $2,000  of  benefits  received 
under  the  West  Virginia  Public  Employees'  Retirement  or  Teachers'  Retirement  Systems,  (3)  all 
benefits  received  under  the  West  Virginia  Department  of  Public  Safety  Death,  Disability  and 
Retirement  Fund,  or  any  police  or  firemen's  retirement  system  after  December  31,  1979,  (4) 
income  from  any  source  received  by  persons  who  are  65  years  of  age  or  older  or  who  are  totally 
and  permanently  disabled  or  by  their  surviving  spouses,  regardless  of  age,  to  the  extent  includable 
in  federal  taxable  income,  provided  that  the  deduction  does  not  exceed  $8,000  for  a  single  return 
or  a  maximum  of  $8,000  per  person  for  a  joint  return;  (S)  interest  on  United  States  obligations  to 
the  extent  included  in  federal  adjusted  gross  income,  (6)  interest  or  dividends  on  obligations  or 
other  securities  of  any  United  States  authority,  commission  or  other  entity  or  agency,  which  is 
includable  in  federal  adjusted  gross  income  but  which  is  exempt  by  federal  law  from  state  income 
tax  with  the  exception  of  dividends  from  national  bank  stock,  including  federal  interest  dividends 
paid  to  shareholders  of  a  regulated  investment  company  under  section  852  of  the  IRC  for  taxable 
years  ending  after  June  30,  1987,  (7)  certain  other  elements  of  income  received  from  partnership  or 
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fiduciary  roles,  principally  those  of  the  type  described  in  items  S  and  6;  (8)  the  amount  of  any 
lottery  prize  awarded  by  the  West  Virginia  State  Lottery  Commission  to  the  extent  properly 
included  in  gross  income  for  federal  income  tax  purposes;  (9)  interest  or  dividend  income  from 
bonds  issued  by  the  Stat  of  West  Virginia  or  its  authorities,  commissions  or  instrumentalities, 
where  the  interest  is  subject  to  federal  taxation  but  exempt,  by  West  Virginia  law,  from  state 
taxation,  and  (10)  shareholder  modifications  related  to  distributive  shares  of  ownership  in  an  S 
corporation. 

Add  “  (1)  interest  income  on  state  and  local  obligations  other  than  those  of  West  Virginia  and 
its  political  subdivisions;  (2)  interest  or  dividend  income  from  obligations  or  securities  of  any 
United  States  authority,  commission  or  other  entity  or  agency  which  are,  by  federal  law,  exempt 
from  federal  income  tax  but  not  from  state  income  tax;  (3)  interest  on  money  borrowed  to  purchase 
obligations  which  earn  income  exempt  from  state  income  tax;  (4)  certain  other  elements  of  income 
received  from  paitnership  or  fiduciary  roles,  primarily  those  of  the  type  described  in  items  1 ,  2  and 
3  and  ,  (5)  for  taxable  years  beginning  after  December  31,  1990,  the  amount  of  lump  sum 
distributions  for  which  the  taxpayer  has  elected  to  be  separately  taxed  for  federal  income  tax 
purposes  under  Section  402(e)  of  the  IRC. 

RATES:  West  Virginia  rates  range  from  3.0%  on  the  first  $10,000  of  taxable  income  to  $2,775 
plus  6.5%  on  the  excess  over  $60,000  for  all  taxpayers  except  married  couples  filing  separate 
returns;  from  3.0%  on  the  first  $5,000  of  taxable  income  to  $1,387  plus  6.5%  of  the  excess  over 
$30,000  for  married  couples  filing  separate  returns. 

DEDUCTIONS:  No  subtraction  is  allowed  against  West  Virginia  adjusted  gross  income  for  any 
federal  itemized  deductions. 

EXEMPTIONS:  Individuals  are  allowed  an  exemption  of  $2,000  for  each  exemption  allowed  for 
Federal  income  tax  purposes.  Children  under  the  age  of  14  who  file  their  own  returns  are  allowed 
a  $500  exemption.  Estates  and  trusts  are  allowed  only  one  $600  exemption. 

CAPITAL  GAINS  OR  LOSSES:  Same  treatment  as  under  the  Internal  Revenue  Code. 

CREDITS:  Residents  receive  credit  for  income  taxes  paid  to  states  where  such  income  is  denved, 
limited  to  that  portion  of  West  Virginia  income  tax  attnbutable  to  the  income  also  subject  to  tax 
by  the  source  state,  and  provided  such  states  do  not  allow  credit  for  nonresidents. 

PAYMENTS:  Returns  and  payment  due  15  April.  Estimated  Tax  Declarations  and  payments  are 
due  from  persons  with  income  not  subject  to  withholding  that  exceeds  $400  plus  the  amount 
allowed  for  personal  exemptions.  Military  members  may  receive  extensions  of  time  within  which 
to  file  returns  and  pay  tax,  without  the  imposition  of  penalties,  on  showing  cause,  and  in  particular 
that  military  service  has  impaired  ability  to  pay.  Military  members  outside  the  Continental  United 
States  may  receive  automatic  extension  of  reasonable  time  in  which  to  file  returns. 
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There  are  no  "forgiveness"  provisions  in  the  West  Virginia  Personal  Income  Tax  Act.  Prompt  filing 
of  the  delinquent  returns  plus  payment  of  any  deficiency  and  interest  at  6%  per  annum  is  required. 
There  is  no  statute  of  limitations  where  a  return  has  not  been  filed;  therefore,  military  members  not 
meeting  the  exemption  requirements  are  required  to  file  tax  returns  for  the  years  applicable  not  to 
precede  the  taxable  year  1961.  Interest  must  be  added  at  the  rate  of  6%  per  annum  from  the  due 
date  of  the  return.  Penalties  for  delinquent  filing  may  be  waived.  Interest  due  on  delinquent 
returns  is  calculated  based  on  a  variable  rate  which  shall  not  be  less  than  8%. 

TAX  AUTHORITY:  Department  of  Tax  and  Revenue,  Charleston,  West  Virginia  25305 

FORMS  ORDER  ADDRESS:  Taxpayer  Services  Division,  Department  of  Tax  and  Revenue,  P.O. 
Box  2389,  Charleston,  WV  25305.  For  taxpayer  assistance  and  forms,  call  (304)  558-3333. 
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STATE  LAW:  Wisconsin  Statutes,  Sec.  71.01  et  seq. 

TAXPAYERS:  Returns  are  required  of  residents,  and  nonresidents  deriving  income  from 
sources  within  the  State,  whose  status  on  3 1  December  and  gross  or  combined  gross  incomes 
were  as  follows: 

Single  and  under  65 .  $5,200  or  over 

Single  and  65  or  over .  5,710  or  over 

Married  and  both  under  65 . 

(filing  joint  return) .  8,900  or  over 

Married  and  either  65  or  over . 

(filing  joint  return) .  9,410  or  over 

Married  and  both  65  or  over . 

(filing  joint  return) .  9,920  or  over 

Nonresidents  or  part-year  resident 
(regardless  of  age  or  marital  status)....  2,000 

Dependents  with  unearned  income .  600  or  over  of 

gross  income  which  includes  unearned  income 
Married  filing  separate  return .  4,230  or  over 

FILING.  Residents  and  nonresidents  are  required  to  file  and  pay  estimated  taxes  if  the 
Wisconsin  tax  on  their  income,  not  subject  to  withholding,  can  be  expected  to  exceed  $200 
Joint  returns  are  permitted. 

MILITARY  PROVISIONS:  (a)  Service  members  who  are  legal  residents  of  Wisconsin  and 
maintain  an  abode  in  another  jurisdiction  are  taxed  as  residents;  (b)  Internal  Revenue  Code 
provisions  as  of  12/31/92  governing  the  following  items  are  applicable  for 
Wisconsin  tax  purposes;  (I)  Tax  liability  of  service  members  who  are  POW/MIA  (and  their 
spouses);  (2)  Disability  retirement  pay;  (3)  Nondisability  retirement  pay,  (4)  Contributions  to 
the  Retired  Serviceman's  Family  Protection  Plan  (RSFPP)  and/or  Survivors' 

Benefit  Plan  (SBP);  and  (5)  Combat  pay  exclusions;  and  (c)  Service  members  who  meet  the 
requirements  must  file  Wisconsin  income  tax  returns  although  tax  may  not  be  due. 

Residents  (and  spouses,  if  residents)  stationed  in  another  state  must  include  in  their  income 
all  compensation  earned  from  civilian  employment  outside  Wisconsin.  Nonresidents  (and 
spouses)  stationed  in  Wisconsin  are  subject  to  taxation  on  wages  earned  from  civilian 
employment  in  Wisconsin  unless  they  are  legal  residents  of  one  of  the  following  states  having 
reciprocity  with  Wisconsin;  Illinois,  Indiana,  Kentucky,  Michigan,  or  Minnesota. 

RESIDENTS;  Wisconsin  imposes  a  tax  on  every  individual  domiciled  in  the  State.  A 
resident  entering  military  service,  regardless  where  stationed,  retains  Wisconsin  as  a  domicile 
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while  in  the  service  unless  a  domicile  is  established  elsewhere  and  the 
Department  of  Revenue  is  notified  of  such  change 

SINGLE  TAXPAYER 

If  Taxable  Income  Is:  1993  Gross  Tax  Is: 


Over 

But  Not  Over 

This  Amount 

Plus 

$  0 

7,500 

0 

+4.9%  of  the  amount  over 

0 

7,500 

15,000 

368.00 

+6.55%  of  the  amount  over 

7,500 

15,000 

859.00 

+6.93%  of  the  amount  over 

15,000 

MARRIED  FILING  JOINTLY 

If  Taxable  Income  Is: 

1993  Gross  Tax  Is: 

Over 

But  Not  Over 

This  Amount 

Plus 

$  0 

10,000 

0  4.9%  of  the  amount  over  0 

10,000 

20,000 

490.00 

6.55%  of  the  amount  over!  0,000 

20,000 

1,145.00 

6.93%  of  the  amount  over  20,000 

MARRIED  FILING  SEPARATELY 

If  Taxable  Income  Is:  1993  Gross  Tax  Is: 

Over  But  Not  Over  This  Amount  Plus  Of  the  Amount  Over 

S  0  5,000  0  4:9%  of  the  amount  over  0 

5,000  10,000  245.00  6.55%  of  the  amount  over  5,000 

10,000  573.00  6.93%  of  the  amount  over  10,000 


INCOME:  (a)  Long-term  capital  gams  are  taxable  as  follows:  40%  of  net  capital  gain  on 
assets  held  more  than  one  year.  Subject  to  an  annual  limitation,  capital  losses  are  deductible 
as  follows:  100%  of  net  capital  losses  incurred  in  the  1987  taxable  year  or  carried  forward  to 
the  taxable  year.  The  maximum  amount  of  net  loss  which  may  be  deducted  in  any  one  year 
is  S500.  (b)  Federal  adjustments  (e  g.,  alimony)  to  income  are  generally  recognized,  (c) 
Compensation  for  personal  services  performed  in  Wisconsin  by  a  nonresident  is  excluded  if 
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the  person's  home  state  and  Wisconsin  have  a  reciprocal  agreement,  (d)  The  Statutes 
require  specific  additions  to  or  subtractions  from  Federal  adjusted  gross  income  in 
determining  Wisconsin  taxable  income.  The  two  most  common  ones  are  municipal  bond 
interest  (addition)  and  interest  from  United  States  obligations  (subtraction).  Other 
modifications  include  (1)  60%  capital  gain  deduction,  (2)  SSOO  capital  loss  limitation,  and  (3) 
certain  unemployment  compensation. 

DEDUCTIONS:  Itemized  deductions  are  not  allowable  for  Wisconsin  income  tax  purposes, 
but  see  "Wisconsin  item  red  deduction  Credit  below.  A  variable  standard  deduction  is 
allowed  for  1993  based  on  income  level  and  filing  status.  For  most  persons  filing  Wisconsin 
Form  WI-Z,  Form  lA  or  Form  1,  the  standard  deduction  is  built  into  the  tax  table.  No 
separate  deduction  is  required  to  claim  the  standard  deduction. 

Nonresidents  and  part-year  residents  must  file  Wisconsin  Form  INPR.  Form  INPR  must 
also  be  filed  by  a  married  couple  filing  a  joint  return  if  one  spouse  is  a  full-year  resident  and 
the  other  spouse  is  a  nonresident  or  part-year  Wisconsin  resident. 

Nonresidents/part-year  residents  must  prorate  the  standard  deduction  using  the  percentage 
their  Wisconsin  total  income  is  of  their  Federal  adjusted  gross  income. 

EXEMPTIONS:  See  "CREDITS" 

CAPITAL  GAINS  AND  LOSSES:  See  "INCOME" 

CREDITS: 

Personal  Exemption  Credits: 

Dependents  (same  as 

claimed  on  Federal  Form  1040)  (each)..  $50 
Taxpayer  or  spouse  over  65  (each) . $25 

Nonresidents  and  part-year  residents  must  prorate  these  credits  using  the  percentage  their 
Wisconsin  total  income  is  of  their  Federal  adjusted  gross  income. 

Home  Owner's  and  Renter's  School  Property  Tax  Credits.  A  home  owner's  credit  and  renter's 
credit  are  allowable  for  property  taxes  paid  during  the  year  and  rent  paid  for  the  taxpayer's 
pnncipal  residence.  The  credit  may  not  exceed  $200  ($100  if  married  filing  separately). 
Nonresidents  are  not  eligible  for  the  home  owner's  or  renter's  credits.  Part-year  residents 
prorate  the  credit  using  the  percentage  their  Wisconsin  total  income  is  of  their  federal  adjusted 
gross  income. 


WISCONSIN  -  1993 


Wisconsin  Itemized  Deduction  Credit.  The  Wisconsin  credit  is  based  on  certain  items  which 
are  deductible  as  itemized  deductions  for  federal  tax  purposes.  The  credit  is  S%  of  the 
amount  by  which  certain  federal  itemized  deductions  exceed  the  Wisconsin  standard 
deduction. 

Mamed  Couple  Credit.  Mamed  couples  filing  a  joint  return  may  claim  as  a  credit  against 
Wisconsin  income  taxes  due,  an  amount  equal  to  2%  of  the  qualified  earned  income  of  the 
spouse  with  the  lower  earned  income.  The  credit  may  not  exceed  $300  Earned 
income  includes  wages,  salaries,  tips,  other  employee  compensation  and  net  earnings  from 
self-employment  taxable  by  Wisconsin,  with  certain  adjustments. 

EARNED  INCOME  CREDIT  Full-year  residents  who  qualify  for  the  federal  earned  income 
credit  also  qualify  for  the  Wisconsin  earned  income  credit.  The  Wisconsin  earned  income 
credit  is  a  percentage  of  the  federal  basic  earned  income  credit  based  on  the  number  of 
the  claimant's  qualifying  children. 

TAXES  PAID  TO  OTHER  STATES:  Wisconsin  residents  receive  credit  for  taxes  actually 
paid  to  another  state  on  income  taxed  by  both  states.  Credit  cannot  be  claimed  for  taxes  paid 
to  Illinois,  Indiana,  Kentucky,  Michigan  or  Minnesota  on  wages  earned  in  these 
States.  Reciprocal  agreements  which  Wisconsin  has  with  these  States  provide  that  they  are 
not  to  tax  the  wages  of  Wisconsin  residents.  If  income  taxes  were  erroneously  withheld  from 
a  Wisconsin  resident’s  wages  by  .any  of  these  States,  a  return  must  be  filed  with  such  State  to 
obtain  a  refund. 

HOMESTEAD  CREDIT:  Full-year  residents,  18  years  of  age  or  over,  whose  total  household 
income  is  less  than  $19,154,  may  be  allowed  a  credit  based  on  real  estate  taxes  and/or  rent 
they  paid  for  occupying  living  quarters  in  Wisconsin. 

PAYMENTS:  Return  and  payment  in  full  is  due  15  Apnl.  An  extension  granted  by  Internal 
Revenue  Service  will  be  accepted  provided  provided  by  federal  law  or  and  a  copy  of  any 
extension  received  from  IRS  is  attached  to  the  Wisconsin  return.  A  US 
citizen  or  resident  in  military  service  on  duty  outside  the  US  and  Puerto  Rico  on  Apnl  15th  is 
allowed  an  automatic  extension  of  time  to  file.  A  statement  should  be  attached  to  the  return 
explaining  how  these  requirements  were  met.  Taxes  not  paid  by  1 5  Apnl,  or  the  extended  due 
date,  are  considered  delinquent  and  subject  to  interest  at  the  rate  of  1.5%  per  month  until 
paid.  During  the  extension  penod,  the  interest  rate  is  12%  per  year. 

INTERNAL  REVENUE  SERVICE  ADJUSTMENTS  AND  AMENDED  RETURNS 

If  an  individual's  Federal  income  tax  return  is  adjusted  by  the  Internal  Revenue  Service  and 
the  adjustments  affect  the  amount  of  his/her  Wisconsin  income,  a  Wisconsin  credit,  or  tax 
payable,  the  adjustments  must  be  reported  by  the  individual  to  the  Wisconsin 
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Department  of  Revenue  within  90  days  after  they  become  final.  If  an  individual  files  an 
amended  return  with  the  Internal  Revenue  Service  or  another  state  and  the  changes  affect  the 
amount  of  his/her  Wisconsin  income,  a  Wisconsin  credit,  or  tax  payable,  an  amended 
Wisconsin  return  reflecting  these  changes  must  be  filed.  The  amended  Wisconsin  return  must 
be  filed  within  90  days  after  the  amended  return  is  filed  with  the  Internal  Revenue  Service  or 
another  state.  In  lieu  of  filing  an  amended  Wisconsin  return,  a  copy  of  the  Federal  audit 
report  or  amended  return  filed  with  the  Internal  Revenue  Service  or  another  state  may  be 
submitted. 

NOTE:  The  State  of  Wisconsin  enacted  a  Marital  Property  Act  which  became  effective 
January  1,  1986.  This  is  a  form  of  community  property. 


RETIREMENT  INCOME:  The  issue  of  the  retroactive  application  of  the  case  of  Davis  v 
Michigan  Department  of  Revenue,  (1989),  489  U  S.  803,  103  L.Ed.2d  891,  concerning  the 
taxation  of  federal  retirements,  is  currently  being  litigated. 

Federal  retirement  benefits  received  by  certain  individuals  are  exempt  from  Wisconsin  tax 
(effective  1989  and  thereafter).  Retirement  benefits  received  from  a  U  S.  Government  civilian 
employment  and  /or  military  personnel  retirement  system  are  exempt  provided  the  benefit  is 
paid  on  the  account  of  a  person  who: 

(1)  Was  a  member  of  the  system  as  of  December  31,  1963,  or 

(2)  Was  retired  from  the  system  as  of  December  31,  1963, 

TAX  AUTHORITY:  Wisconsin  Department  of  Revenue,  P.O.  Box  8906, 

Madison,  Wisconsin  53708. 

TAX  FORMS  ORDER  ADDRESS:  Wisconsin  Department  of  Revenue,  P  O. 

Box  8903,  Madison,  WI  53708.  Telephone  forms  request  (608) 

266-1961. 
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Wyoming  currently  does  not  have  an  income  tax. 
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